CURRENT 
HISTORY 


MARCH 1933. 


New Armies For Old 


By B. H. LIDDELL HART 


[Captain Hart saw service in the British 
Army during the. World War, and since 
then has earned a reputation as an out- 
standing military historian and critic. 
Among his works are Reputations—Ten 
Years After, The Real War, 1914-1918, 
and The British Way in Warfare (New 
York: Macmillan). He contributed to 
CuRRENT History for November, 1932, an 
article entitled ‘‘Pershing and His 
Critics.’’] 
ie the first fourteen years of this 

century, the years before the 
World War, the military thought of 
Europe was divided into two schools. 
The first, blinded by the after-glow 
of Napoleon and deceived by the su- 
perficial quickness of the German 
victory of 1870, dreamed of new bat- 
tlefields where the issue would be di- 
vided by neo-Napoleonic coups. It 
counted strength in terms of numbers. 
Although it admitted the necessity of 
fire-support, it still pictured the at- 
tack as the irresistible onrush of 
charging lines of bayonets, white- 
crested waves that would sweep over 
all opposition by the sheer force of 
their will to conquer, provided that 
generalship had concentrated suffi- 
cient weight in the waves. This school 


had a blind faith in the virtue of the 
massed attack to gain an early and 
decisive victory. Massed cavalry for- 
mations would then exploit the vic- 
tory by a headlong pursuit. 

The men who held these views 
gained control of the general staffs of 
Europe, and dubious realists were ex- 
communicated as heretics, especially 
in France. But while the Generals 
kept their eyes so intently on Napo- 
leon’s star they missed an obstacle on 
the ground, an obstacle that was 
growing with every advance in mech- 
anized science, 

The other school found its foremost 
prophet in M. Bloch, a civilian banker 
of Warsaw, who in the ’90s analyzed 
the improved range and deadliness of 
modern weapons, and predicted that 
future war would develop into a dead- 
lock, with the opposing armies pas- 
sively entrenched. After the South 
African War of 1899-1902, where a 
few thousand Boer farmers, expert 
rifle shots and highly mobile, had long 
defied the efforts of a quarter of a 
million would-be conquerors, a num- 
ber of European soldiers began to 
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share M. Bloch’s views. In France, 
Generals Kessler and de Negrier, as 
well as the military critic Colonel 
Mayer, argued the dominance of fire 
and the hopelessness of frontal at- 
tacks. But they were voices crying 
in the wilderness—the wilderness of 
military ritual where common sense 
withers. 

Then the World War came, and 
within two months their predictions 
were justified. Although all armies 
had neglected the machine gun, the 
comparative handful of these weapons 
that were available sufficed to turn 
the charging lines of infantry into 
swathes of corpses. Flesh and blood 
could not stand against this grim 
Reaper, and the common sense of sol- 
diers, revolting from the common non- 
sense of pre-war doctrine, led them to 
dig themselves into the ground before 
they were buried in it. A trench was 
at least preferable to a certain grave. 

The history of the years that fol- 
lowed is one of ceaselessly renewed 
frontal onslaughts upon entrenched 
lines that were held in reality by ma- 
chine guns, if nominally by infantry. 
The obvious military way to overcome 
the obstacle was to increase the quan- 
tity of artillery in order to flatten out 
opposing trenches. This method was 
tried first, and the industry of the na- 
tions was converted to the production 
of shells. It succeeded only to a lim- 
ited degree, and the ratio of success 
was disproportionate to the cost. The 
result of any attack by this method 
came to depend almost entirely on the 
scale of the preliminary bombardment 
and subsequent barrage. The infantry 
merely occupied the ground that the 
guns had conquered. These modern 
barrage-followers had almost as me- 
nial a rdle as medieval camp-fol- 
lowers. 

The success was limited because it 
could not be exploited, because the 
gun-battered breach in the enemy’s 
“wall” could not be deepened quickly 
enough to cause a general collapse of 
the wall. Penetration was always so 
gradual that the enemy had time to 
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bring up reserves to cement the 
cracks. A decision in war turns on 
the time factor, and none of these 
1914-1918 attacks was truly decisive 
because the rate and means of prog- 
ress were too slow. This slowness 
was aggravated by the artillery meth- 
od, which not only demanded exces- 
sive time in preparation and in moy- 
ing the guns forward to support the 
next bound, but so upheaved the 
ground as to obstruct the advance of 
the troops it was supporting. If the 
ground was wet it was soon pulped 
into an impassable bog—this was the 
ruin of the British 1917 offensive at 
Ypres. Thus the artillery was a form 
of help that became a hindrance, a 
short-distance asset but a long-dis- 
tance debit, difficult to dispense with 
yet ultimately more difficult to pro- 
gress with at the rate essential to real 
success. 

The alternative was to discover a 
new means. The Germans were first 
in the field with gas. But, conforming 
to military experience, they did not 
believe in their new weapon until its 
surprise value had been forfeited. 

Used in the Ypres sector on April 
22, 1915, it swept a clear path, sev- 
eral miles wide, through the Allied 
front. The Germans had only to walk 
through, but for want of faith they 
had no reserves at hand to exploit the 
opening. Anti-gas measures were soon 
taken that diminished the potency of 
the new weapon, although it still re- 
mained a valuable auxiliary to explo- 
sive shells in overcoming the enemy’s 
initial resistance. In particular, gas- 
shell bombardment in March, 1918, 
was one of the chief factors in the 
startling success of the German offen- 
sive—Ludendorff’s final gamble for 
victory in the war. 

Another means to overcome the 
machine-gun defense was to make the 
attackers bullet-proof by putting them 
in armored vehicles. The tank was 
Britain’s contribution to the new 
armory of war. Unlike guns and gas, 
it was not strictly a new weapon but 
a new means of carrying weapons for- 
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ward in face of fire. It revived fight- 
ing mobility by providing direct pro- 
tection while in movement. 

As with all new means, distrust of 
its value forfeited the full profit of 
its use. The chance of a great surprise 
was thrown away when a driblet of 
immature machines was used on the 
Somme in 1916. But the tank was not 
merely a new device. As a means of 
protected movement it had a funda- 
mental value that was unaffected by 
antidotes. They might diminish its 
irresistibility, but they could not alter 
the basic condition that a partially 
protected soldier was superior to an 
unprotected soldier. 

The more numerous the _ tanks 
used, the greater became their relative 
protection, because the less concen- 
trated the target that they offered. 
This was proved by the tank attack in 
November, 1917, at Cambrai, where a 
swarm of several hundred was re- 
leased, in place of the usual prelim- 
inary bombardment, and enabled the 
attack to go further than any during 
the previous three years. In 1918 the 
tank was, by German confession, the 
preponderant military factor in the 
tide-turning battles of July and 
August. 

These wartime tanks were slow, 
and this condition determined the way 
they were used. As their speed was 
roughly a man’s walking pace, it was 
natural to use them as armored 
“companions” to the infantry. Crawl- 
ing just ahead, they crushed the 
machine guns, which were the infan- 
try-killing weapons. And the infantry 
in turn were close enough to help in 
protecting the tank against its own 
special foe, the field gun. 

The combination was admirable in 
solving the first problem of any attack 
—how to break into the enemy de- 
fenses. It even brought us nearer to 
the solution of the second problem— 
how to break through the defenses. 
A set of tank-teeth was able to bite 
more deeply than the old set of ar- 
tillery-teeth had ever done. But the 
defenses were too deep to be bitten 
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through in a single bite. In default of 
an agent that could penetrate more 
quickly still, a real break-through was 
never achieved on the western front. 
The problem was still unsolved when 
the war ended. 

In wars of the past that decision- 
bringing function had been the rdle 
of the cavalry. The mounted arm has 
always been in the true time-sense the 
decisive arm, not because it could 
shatter the enemy’s solid formation 
but because it could move quickly 
enough to exploit any disorder in that 
formation. This essential fact has 
been obscured by “heroic” battle 
painters and chroniclers. It is only 
after the enemy has been temporarily 
disorganized that the decisive stroke 
can be made. 

Against modern defenses, distrib- 
uted in ever-increasing depth, it be- 
comes a matter not merely of moving 
quickly enough but of maintaining 
speed long enough. But here cavalry 
became increasingly helpless as mod- 
ern firearms became increasingly po- 
tent, because the horse was too vulner- 
able a target. The fact became palpa- 
ble in every war from 1861 onward, 
but no attempt was made to find a 
substitute. All armies hopefully main- 
tained cavalry, even though it became 
more obvious that cavalry could not 
maintain the necessary rate of ad- 
vance. The way that hope triumphed 
over reason is aptly shown in the as- 
sertion before 1914 of the future Lord 
Haig: “Cavalry will have a larger 
sphere of action in future wars.” 

The war came. During it cavalry 
masses were brought up regularly be- 
fore every offensive, waited during it, 
and went home after it—a war spec- 
tacle that was as pathetically inef- 
fectual as is the peace queue outside 
an unemployment office. It might 
have been avoided by forethought, by 
re-creating cavalry in a modern form 
fit to match modern weapons—petrol- 
driven armored cavalry. 

What has happened since the war? 
How far are the armies of today bet- 
ter fitted to cope with these prob- 
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lems of the break-in and the break- 
through? 

In artillery there has been progress 
in the range and rate of fire, partly 
through better buffer systems to ab- 
sorb the recoil; there has been a de- 
velopment of high-explosive shell, to 
the disuse of shrapnel, and particu- 
larly of armor-piercing shell; also of 
smoke shell, although the proportion 
of smoke to high explosive is inade- 
quate to the need; there has been the 
introduction of the split trail and of 
various turntable mountings which 
enable the gun to be aligned quicker 
in a fresh direction; there has been 
the invention of weapons specially de- 
signed to combat tanks; there has 
been the addition of light howitzers, 
in pack, in draft, or mechanized, 


which can accompany and give close 
support to the infantry. 

But the increase of fire support has 
not kept pace with the growth of fire 
resistance. No army today has any- 
thing approaching the proportion of 
artillery that it possessed in 1918. In 


the British Army it is reckoned that 
the whole artillery of the division 
would be required to provide a war- 
time barrage for one out of its twelve 
infantry battalions! What the other 
eleven are to do meantime, except sit 
quiet, no authority attempts to ex- 
plain. But it is obvious that at least 
a year of munitions expansion would 
be required before artillery strength 
could be restored to its last war 
strength. Even then it would only re- 
store the least efficient method of 
breaking in. We must look further 
than artillery for any attempt to meet 
the problems of another war. 

What of gas? To consider it we 
must, perforce, assume that prohibi- 
tions against its use will go the way 
of most paper rules for war in the 
past. But if gas is used will it open the 
way for the advance of armies any 
better than artillery? Chemists seem 
to agree that the discovery of entire- 
ly new gases is unlikely and that fu- 
ture progress is likely to be along the 
line of producing variants of the main 
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types of chemical compound already 
known, Of these the acute lung irri- 
tants, such as chlorine and phosgene 
—the essentially lethal gases—proved 
less effective than, and were grad- 
ually superseded by, the sensory irri- 
tant smokes, such as diphenyl chlo- 
rarsine, and vesicants, such as dich- 
lorothyl sulphide, commonly known 
as mustard gas. The significance of 
this is that it not only had a more 
extensive and persistent effect, but in- 
stead of killing put men out of action 
for a time—a time long enough for the 
issue of a battle, or even a war, to 
be decided before they were fit again. 
The possibility of contaminating large 
areas with this blistering substance, 
and the fact that its effect does not 
develop until some hours after con- 
tact, make it as potent morally as 
physically, for no man, having passed 
through a contaminated area, knows 
whether he has not accidentally got 
a smear on his hands or clothing which 
will presently give rise to the dreaded 
blisters. Uneasiness is all the great- 
er because one affected man may “in- 
fect” dozens of others before it is even 
known that he is affected. 

But the supreme military signifi- 
cance of mustard gas is that it tends 
to strengthen defense far more than 
attack. It promises an extra powerful 
brake on armies whose powers of 
movement are at present very limited. 
To be secure against it an infantry- 
man must wear not merely a respira- 
tor but a complete diver’s suit, in 
which he could not move unless in a 
vehicle. If a man cannot move he can 
only fight in a post or trench—de- 
fensively. It is ominous that mustard 
gas and machine gun bear the same 
initials, for either ““M. G.” is a check 
to infantry, and the meaning of the 
two together would be best repre- 
sented by a full stop. There is a 
certain irony in the fact that the 
proposals at Geneva to strengthen the 
defense at the expense of attack 
should include the prohibition of 
mustard gas! 

But the most significant feature of 
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army evolution since the war has been 
the development of mechanical move- 
ment. It has taken two forms, which 
are often confused. The first is the 
development of motor transport to 
quicken the general movement of ar- 
mies. Such “motorization,”’ as it 
should correctly be termed, has al- 
ready gone far, accelerated by the in- 
vention of the six-wheeler and other 
types of vehicle that can move across 
country as well as on the road. In the 
more up-to-date armies they have re- 
placed horses in the transport service 
and for any emergency move they are 
utilized to carry troops. When disturb- 
ances occurred in Palestine the whole 
infantry garrison was hurriedly mo- 
torized with hired vehicles. 

The other form is true “mechaniza- 
tion”—the use of armored fighting ve- 
hicles to assist and replace fighting 
men. Its purpose is not only, as in 
Bedford Forrest’s dictum, “to get 


there first with the most men,” but to 
fight with the most power—to gain a 


decisive advantage by having mechan- 

l legs, a bullet-proof skin and heav- 

arms than an infantryman can 
carry. 

The two countries which have been 
the leaders in mechanization are 
Britain and France. Their post-war 
goals, however, have differed. After 
the war most armies, under French 
influence, continued with the heavily 
armored type of tank which, being 
comparatively slow, was intended 
merely as a direct aid to the infantry 
in attack. But while the French con- 
centrated on thickness of armor, the 
British sought greater mobility. The 
contrast was due to a difference of 
military problems and outlook. While 
French thoughts were on the home 
frontiers, the British were more con- 
cerned with the frontiers of em- 
pire and the recurrent problem of 
operations in a colonial war or in- 
surrection. Here the opponents would 
lack powerful anti-tank guns; speed, 
reliability and agility would be the 
important needs, so long as the tanks 
were proof against bullets. 
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The British in consequence devel- 
oped a new fast type, lightly armored, 
weighing eleven tons instead of the 
war-time thirty, and capable of a 
speed of about twenty miles an hour. 
The fact that their high speed was 
wasted and their risk augmented by 
tying them to the pace of infantry en- 
couraged the idea of using them inde- 
pendently. 

Another factor was the rise of a 
distinctively British school of thought 
which perceived a wider horizon of 
mechanical warfare. The British 
argued that the tanks were the heirs 
of the now moribund cavalry; that 
tanks could be used, like the cavalry 
of old, for decisive manoeuvres against 
the enemy’s rear, cutting off his sup- 
plies and menacing his line of retreat, 
so that first paralysis and then panic 
might set in. Gradually these ideas 
permeated the army, although new 
equipment has been slower than new 
thought. 

In 1927, however, the new concep- 
tion was sealed by the formation of 
an independent “Mechanized Force.” 
At first it was handicapped, contrary 
to the views of its protagonists, by 
the inclusion of an assortment of 
merely motorized units, including 
tractor-drawn artillery. This hybrid 
form was copied by most of the for- 
eign armies which tried similar ex- 
periments, notably the American and 
the French, which have created 
“mobile divisions” to replace the 
former cavalry divisions. 

But in Britain the arguments of the 
new school of thought at last pre- 
vailed, helped by the experience of 
manoeuvre trials, and in 1931 the first 
allarmored force or independent 
tank brigade was formed for training. 
It comprised three battalions of 
mixed medium and light tanks. In 
1931 a complete light-tank battalion 
was also added, equipped with the 
new-pattern machines which weigh 
only three tons, attain a speed of over 
thirty miles an hour, have a crew of 
two men and are armed with one 
machine gun. They are used, first to 
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reconnoitre for their big brothers and 
to distract the enemy’s attention; sec- 
ond, to smother the enemy’s anti-tank 
guns with a close-range stream of bul- 
lets, forming a “fire screen” through 
which the medium tanks are launched 
to the assault. 

This tank brigade embodied a fire 
power, in guns and machine guns, 
greater than that of a whole infantry 
division of 20,000 men—a fire power 
that is for practical effect multiplied 
by armor and speed-protected mo- 
bility. More significant still, that 
fire power is wielded, the land ar- 
mada manned, by a mere 650 men. 
If battles are won, as the pre-war 
pundits were always repeating, by the 
concentration of superior force at the 
decisive spot, certainly no other type 
of formation can so concentrate its 
force, which is fire force, at a spot 
as a tank brigade can. And in it lies 
also the only means of solving the 
problem of exploiting a breach into 
a break-through. 

While this brigade represents con- 
centrated force, in it also is concen- 
trated the main interest of military 
development since the war, for outside 
it there is no significant change in the 
structure of armies. They are still the 
armies of 1914-1918, on a smaller 
peacetime scale and trained on almost 
the same deliberate methods, which 
means that even if they could advance 
they could not advance far enough to 
reach any decision. 

Expressed mathematically, change 
in armies has usually moved at the 
same pace as change in the conditions 
of war, but several marches in the 
rear. In the last decade the pace of 
armies has quickened to a run. But 
the pace of scientific and mechani- 
cal progress has been revolutionized, 
not merely accelerated. Thereby the 
armies of today are as helpless, and 
their prospects as hopeless, as a portly 
policeman trying to catch a motor 
thief—the thief of time. The conse- 
quences may be even more simply ex- 
pressed. The armies of 1914 had over 
two months of grace before they 
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lapsed into the stagnation of trench 
warfare. Nowadays the proportion of 
machine guns and other automatic 
firearms has increased enormously. 

It is thus a safe deduction and pre- 
diction that the armies of today would 
sink into trenches within a week—if 
they ever got to grips—for there is 
more than a possibility that these in- 
fantry bodies would be dispersed by 
air attack or hamstrung by the bomb- 
ing of their transport while they were 
still groping forward. 

The more one reflects upon the 
present type of armies, which is still 
the pre-war type with a few additions, 
the more do they appear like the 
stuffed museum effigy of some prehis- 
toric monster—harmless if horrifying. 
Already easy to block by the ma- 
chine-gun, and certain to be blocked 
if mustard gas be used, they are now 
liable to be hamstrung by mechanized 
forces, while air power makes their 
paralysis doubly — or quadruply— 
sure. The larger they are the easier 
they will be to starve by air bombard- 
ment of their lines and depots of 
supply. 

If and when this unpalatable truth 
sinks into the minds of those who ad- 
minister armies, and those who pay 
to maintain them, what will be done 
with the existing hordes of infantry? 
Will they be treated merely as a hu- 
man reservoir for supplying machine- 
gunners to the ranks of a defensive 
position and to the tanks of a mobile 
force; or for filling up conquered ter- 
ritory with a flood of military “po- 
lice’ ? Even these two residuary rdles 
may be restricted, for military opinion 
is gradually coming to realize that it 
is not economy of force to employ six 
men to manhandle one machine gun 
when, if placed in a small armored 
vehicle, two men can bring it into ac- 
tion and out, switch it quickly to any 
required sector and maintain fire 
while in movement, thus “multiplying 
force by velocity.” And although even 
advanced military opinion still as- 
sumes that a crowd of infantry are 
necessary to play the “walking on” 
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part of occupying conquered territory, 
it is a reasonable suggestion that this 
might be controlled as effectively, and 
with less provocation to the inhabi- 
tants, by a sprinkling of engineers 
protected by tanks and aircraft, sit- 
ting at the sources of light, heat, 
power and water supplies. 

For all these reasons the conversion 
of the residuary bulk of the infantry 
to more effective service is indicated. 
It may be conversion to other arms, to 
the manufacture of munitions or to 
other forms of inactive service. 

But there is scope for a revived 
light infantry—a highly trained corps 
délite. If the number required would 
be small compared with the present 
overweighted scale, it would still be 
considerable. Although the decisive 
struggles of history have usually been 
fought in the plains, theatres of minor 
war include mountainous, wooded or 
otherwise difficult country where the 
man on foot, because of his unique lo- 
comobility, must still play an impor- 
tant part. Again, while the use of in- 
fantry to attack in typically bare or 
rolling country, which is predominant, 
is merely a homicidal enterprise, such 
country commonly contains areas 
where fighting men on foot are useful, 
if not essential. 

These light infantry would go back 
to the American backwoodsmen for 
their rifle tactics. They would be 
stalkers and sharpshooters. But they 
would also make an advance upon the 
German infiltration tactics of 1918 by 
providing themselves with close fire 
support from machine-guns and mor- 
tars in handy little armored carriers. 
This dual trend indeed is being devel- 
oped in the British Army experiments. 

To re-create this higher grade in- 
fantry will mean a reduction of num- 
bers but an exaltation of rédle. To be 
the picked light infantry of a modern 
mechanized army will be a higher dis- 
tinction than to be the cannon-fodder 
mass. Indirectly, a reduction in num- 
bers would contribute to mobility, for 
while no army can hope to provide 
sufficient mechanized transport for 
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its present mass of infantry, it would 
be feasible with a smaller number. 

Let us try to picture this army of 
the future. It would be grouped in 
two fighting parts with separate tac- 
tical functions—one a close-fighting 
part, composed of semi-mechanized in- 
fantry and the other a mobile fight- 
ing part, composed entirely of ar- 
mored fighting vehicles. The close- 
fighting units would be employed to 
clear hilly and wooded country, to 
gain river-crossings, to evict the 
enemy from villages or trench sys- 
tems, to occupy strategic points and 
to act as general handy men, The 
mobile fighting units would manoeu- 
vre widely to turn the enemy’s flanks 
and attack his lines of supply. If they 
encounter an enemy in a well-pre- 
pared position bristling with anti- 
tank guns, their tactics will probably 
be to harass the inert foe by fire while 
they cut off his supplies of food and 
ammunition, until he is driven either 
to surrender or to expose himself in 
an attempt to get away. When acting 
in direct combination, the close-fight- 
ing part of an army would be used to 
pin and paralyze the opponent while 
the mobile fighting part would carry 
out a decisive manoeuvre against his 
rear. 

To estimate the duration of the 
change of armies to a mechanized 
form is impossible. But the longer it 
takes the more subsidiary will become 
the réle of the army itself, for the air 
appears destined to be to armies what 
mechanized forces are to infantry. 

Military organization at its sev- 
eral peaks in history has been based 
on the combination of a pivot and 
mobile wings. The first afforded the 
stability from which the decisive mo- 
bility of the second could be developed 
most effectively and securely. Thus 
did Alexander, Hannibal, Scipio, Marl- 
borough and Frederick achieve their 
triumphs. The fact that the pivot was 
stable did not imply that it lacked 
offensive power or mobility—in fact, 
Alexander’s phalanx, Scipio’s legion 
and Frederick’s Prussian foot pos- 





648 


sessed both—but only that it pos- 
sessed these qualities in lower degree 
than the cavalry which struck the de- 
cisive blow. 

Today the respective qualities of 
armies and air forces suggest a strik- 
ing parallel. Armies have immense de- 
fensive stability by virtue of the ma- 
chine gun, but have lost both their 
mobility and offensive power. Mech- 
anization will restore these qualities 
in considerable degree, will raise 
armies that adopt it to the level of 
the Macedonian phalanx and the Ro- 
man legion. If they do not adopt it, 
they will be relegated, like the infan- 
try of the Middle Ages, to the sub- 
ordinate and passive role of mere gar- 
rison troops. 

But the wider réle of mobility and 
offensive power lies in the air. And 


the air force appears to be cast for 
the decisive réle, as the heirs of Alex- 
ander’s “Companion” cavalry. 
Aircraft will strike not merely at 
the bases of the opposing army but at 


the munition centres on which it de- 
pends. It may also strike at more di- 
rect economic targets—the sources of 
raw material upon which the mainte- 
nance of both the enemy’s military ef- 
fort and his national life depend. 

This reflection does not imply that 
civil resources, still less the terroriza- 
tion of the people, will be the deliber- 
ate military aim at the outset of an- 
other war. Fear of neutral opinion is 
likely to be too strong a deterrent 
and will be reinforced by military 
habit. But it will be no longer possible 
to draw a clear distinction between 
military and civil objectives. This dis- 
tinction in the past has rested far less 
on a legal definition than on the sim- 
ple physical fact that the enemy’s 
army was in the way and afforded a 
shield to the country behind. Now air 
forces can jump over this shield 
while mechanized forces can _ slip 
round it. 

With the growth of social organiza- 
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tion, of means of communication and 
of the interdependence of districts, 
the economic target has proportion- 
ately outgrown the military target. 
Just as strategy gained increased pow- 
er, in comparison with tactics, when 
armies become dependent on lines of 
communication for their supply, so it 
has widened its scope through the de- 
pendence of nations on “lines of com- 
munication.” The concentration of a 
modern nation’s food supplies, as also 
now of its water, light and heat sup- 
plies; the complex web of its com- 
merce and industry; the sense and 
fact of the interdependence of its cen- 
tres of population—all combine to af- 
ford a wider sphere of influence and 
new ways of influencing the enemy’s 
will. 

To overthrow the enemy’s armed 
forces may still be the quickest and 
most effectual way to cause the col- 
lapse of the enemy nation’s will to 
resist, if it can be achieved. But the 
new civil conditions provide a far 
stronger argument against attempt- 
ing it unless the military conditions 
are highly favorable to its success. 
The civil conditions give the strategist 
not only an alternative channel of 
action but an additional lever toward 
his military aims. By threatening eco- 
nomic objectives he may be able both 
to distract and dislocate the enemy’s 
military dispositions, while the great- 
er frequency and sensitiveness of 
such quasi-civil objectives make them 
more difficult to cover, and give him 
more opportunities to slip past the 
military shield and strike at them 
with decisive results. This potential 
development of strategy is greatly 
favored by the advent of the air 
weapon, which introduces a third di- 
mension of movement, and thus in- 
calculably enlarges the scope for sur- 
prise. Aircraft came endowed with a 
knight’s move to supplement the mili- 
tary pawns and rooks on the chess- 
board of war. 
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By HEINRICH 


[A grandson of Leopold Sonneman who 
established the Frankfurter Zeitung, Dr. 
Simon is the present owner and editor- 
in-chief of that well-known newspaper 
and organ of German opinion. He is the 
author of a biographical study of his 
grandfather and has published in book 
form—Arbeit Am Tage, 1926-1931—his 
commentaries on many aspects of Ger- 
man life. Although the following article 
was written before the appointment on 
Jan. 30 of Adolf Hitler as Chancellor at 
the head of a new Cabinet, in succession 
to that of General Kurt von Schleicher, 
it contains an explanation of the condi- 
tions that made that event possible. For 
an account of this most recent change in 
the German situation, see the article in 
the ‘‘Month’s World History’’ section of 
this magazine. ] 


To is one element in the history 
of post-war Germany of greater 
importance than all others that have 
affected the course of events since 
1914. It is the psychological factor 
of insecurity which runs like a red 
thread through the web of events of 
the last eighteen years and has de- 
veloped in the course of the varied 
phases through which the life of the 
nation has passed during this period 
—war, revolution, the new republic, 
inflation, the new wealth, repara- 
tions, unemployment. Its result has 
been social disintegration, a process 
that can be fully understood and ap- 
preciated only by those who have 
lived through it. On the other hand, 
those. who have been directly in- 
volved in the struggles and suffer- 
ings of this period find it difficult to 
attain the right perspective to esti- 
mate the full extent of the social 
changes that have accompanied the 
decline of security. A person in con- 
stant attendance on an invalid is less 
able to measure the changes in his 
condition than the physician who 
makes only an occasional examina- 
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tion. Still we can distinguish certain 
symptoms on the chart of the German 
nation which are probably the result 
of the profound crisis of insecurity. 
One of the most important conse- 
quences of this “revaluation of all 
values” that has accompanied the 
crisis is the disappearance of a clear 
differentiation of the people into 
classes. In a young country like the 
United States there has always been 
a certain indefiniteness and fluidity 
in class lines. It is true that today 
“the land of unlimited possibilities,” 
as it has so often been called in Ger- 
many, has come to find its possibili- 
ties in some respects quite limited. 
But a democratic tradition still sur- 
vives in America. Social standing is 
fixed by material success and person- 
ality, making transition from one 
class to another an easier and more 
rapid process than in “old Europe.” 
In Germany, up to the time of the 
war, social position was determined by 
other than purely material factors, 
though these played a considerable 


stole. Society was divided into clearly 


defined classes. There were the great 
landlords, the military class, and the 
skilled workers who were separated 
from the unskilled not merely by a 
higher standard of wages but by a 
certain class distinction. All these 
classes had as a nucleus a stratum of 
families that were not new arrivals 
but had maintained the same social 
position for generations and gave a 
definite stamp and character to their 
whole class. They were the custodians 
and guardians of a tradition that had 
survived for generations if not cen- 
turies. In spite of the disastrous in- 
fluence of the era of Kaiser Wilhelm 
II, which imposed a baroque veneer 
upon the more “solid” standards of 
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German society, the security of the 
established order helped to maintain 
the old class distinctions that were 
based to a large extent upon tradi- 
tional standards of life. What is left 
of all this today? Almost nothing. 
Traditions may be very tenacious, but 
they cannot exist in the air. They are 
embodied in men. And the men are 
not there today to maintain them. 


There was first the devastating ef- 
fect of the war that destroyed the 
ablest by a process of negative selec- 
tion. This was especially true of the 
military class and the nobility, which 
had a leading position in society be- 
fore the war, not only in Prussia, but 
also in the other States, and through 
this had been able to hold the reins 
of power in the German State and 
extend its influence over the whole of 
Germany through the personal union 
of the Prussian monarchy and the 
German Empire. The war brought 
about the physical deterioration of this 
class; the nev republic removed from 
places of power in the State that por- 
tion of it that survived, while the in- 
flation completed its extinction by 
wiping out the great fortunes, though 
debts too were wiped out on a tre- 
mendous scale by the depreciation of 
the mark. 

Paradoxically enough, it was the 
great landowner who was most heav- 
ily in debt and who operated conse- 
quently with foreign valuta that was 
best able to maintain himself in the 
face of inflation. Another case of 
negative selection! This advantageous 
position of landed property, large- 
ly a matter of chance, checked the 
process of dissolution of the large 
landed estates. In 1928 these estates 
(of more than 250 acres) still com- 
prised more than 20 per cent of the 
agricultural land of Germany, though 
that proportion has since been consid- 
erably reduced. 

The great landlords, or Junkers, 
particularly those who live in the dis- 
tricts of East Prussia which have been 
separated from the rest of Germany, 
are a hardy race. Serfdom survived 
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in these districts until a century ago. 
Today in many parts it is still the cus- 
tom for the servants to kiss the mas- 
ter’s hand and that of his family, in- 
cluding the children. Since the war all 
the forces of resistance of this Junker 
race and all their instincts of self- 
preservation have been aroused by the 
ever-increasing pressure of the new 
Polish State, and the eyes of the whole 
German people are fixed on this strug- 
gle which has taken on a national 
character. 

The influence of the great landlord 
class has thus been strengthened in 
spite of the physical and economic 
losses of the war and the post-war 
period. By tradition a ruling class, 
they have succeeded, in spite of their 
small numbers and in the face of the 
most unfavorable conditions, in main- 
taining themselves as a class and a 
leading element in society. To this re- 
sult has contributed in no small de- 
gree their close personal relation with 
the head of the German State, Presi- 
dent von Hindenburg, himself a land- 
lord, and the liberator of East Prus- 
sia from the Russian invasion. It has 
undoubtedly been von Hindenburg’s 
hope, in a period when all other ruling 
elements were being rapidly dissolved, 
to find in the Junker class the loyal 
support, energy and daring, required 
to carry through necessary reforms. 
This is the explanation of the von 
Papen episode, which remained only 
an episode because the Junker class 
under the conditions I have described 
has been so weakened that while it 
may stili succeed in maintaining itself, 
it can never again stand as the repre- 
sentative of the interests of Germany 
as a whole. 

“Never” is perhaps too strong 4 
word to use in this connection. My 
grandfather, who founded the Frank- 
furter Zeitung seventy-five years ago, 
used to warn me that “journalists 
should never indulge in prophecy. 
They can afford to err at times in 
their estimate of the facts without 
losing the confidence of their readers, 
but never in the facts themselves.” 
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With the facts of future development, 
however, it is another question. It is 
difficult to forecast. Events turn out 
contrary to expectations. So I should 
perhaps qualify the word “never” I 
have used with regard to Junker 
domination in Germany. There is al- 
ways a possibility that in moments of 
national confusion and convulsion a 
small minority may succeed in seizing 
power. Hitler’s misfortune, which may 
yet be his downfall, has been that he 
rallied too great numbers to his stand- 
ard. But one can safely say that only 
in conditions of complete social chaos 
in Germany, when the country might 
fall prey to any coup, would a renais- 
sance of Junker power be possible. In 
the normal course of events this class 
cannot escape the general process of 
social disintegration that has already 
set in. 

The same may be said of other 
classes, the industrialists, the leading 
commercial elements, the bankers. 


Many of the oldest banking houses 


have not been able to survive the 
worst years of crisis. The influence of 
the State over the larger banks has 
been much strengthened and has 
brought with it certain changes in fi- 
nancial organization. The extension of 
government control and the restric- 
tion of the field of independent activ- 
ity has proved discouraging to enter- 
prise. The German banker of today 
approaches more the type of State of- 
ficial than that of independent busi- 
ness man. It is difficult to say whether 
the private banks may yet succeed in 
regaining their foothold as a result of 
this development. There are indica- 
tions that this may be the result, but 
others point to the contrary. There 
may be a certain temporary improve- 
ment in the situation for private in- 
itiative in finance and industry, but 
this by no means presupposes a gen- 
eral new line of development in this 
direction. 

It would be interesting to make a 
statistical examination of the profes- 
sional inclinations of the younger gen- 
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eration of banking families. It is 
doubtful whether the sons of bankers 
today are much attached to the fam- 
ily tradition, for there is a new atti- 
tude toward money in Germany today. 
Money is the element that is most af- 
fected by insecurity. Certain values 
may rise in periods of great insecur- 
ity, for example, the value of art or 
religion. But with money the situa- 
tion is entirely different. Money that 
is insecure has lost all reason for its 
existence. It loses its reputation as 
well when its value can be maintained 
only by tricks and manoeuvres. People 
begin to doubt whether an honest man 
can earn money at all. The “flight of 
capital” from Germany into other 
countries at the time of greatest dis- 
tress because of high taxes made a 
very unfavorable impression. It was 
certainly no elevating spectacle from 
the national standpoint. Then, too, 
money naturally feels shame before 
the great misery of the lower classes. 
People who are able to travel first- 
class today prefer to travel second be- 
cause their associates oi yesterday are 
forced to travel third. 


Possession of money has somehow 
become a source of embarrassment in 
Germany. One wants to have as little 
to do with it as possible. One hesi- 
tates even to take the responsibility 
of advising in money matters. The 
public still trembles at the thought of 
another period of inflation, unfounded 
as their fears may be. Financial ar- 
ticles that bristle with mysterious ref- 
erences to “inflation,” ‘deflation,’ 
“extension of credit” and “redefla- 
tion” inevitably recall to the mind of 
the man in the street the period of 
real inflation. 


And yet the people save, especially 
the small middle class—another indi- 
cation of the indestructible optimism 
of the German people and its faith in 
its own future. The general feeling of 
insecurity with regard to money, this 
apparently most secure of values, may 
disappear with the liquidation of the 
crisis. At any rate in the present un- 
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stable conditions of the international 
money market it is easier than before 
for other countries to understand the 
situation in Germany when it took a 
billion paper marks to make one gold 
mark. Perhaps out of the confusion 
in the status of money since the war 
may come a blessing. Money may re- 
turn to its original function as a 
means of payment for commodities 
and cease to be an end in itself. That 
is a question for the next hundred 
years to decide. 

The industrialists and commercial 
elements in Germany today are in a 
situation similar to that of the bank- 
ers. But they have to deal not only 
with money but with commodities and 
their production and distribution to 
the consumer. What is happening to 
the class of producers? The Frank- 
furter Zeitung recently conducted an 
inquiry into the condition of the in- 
dustrial middle class which produced 
some interesting results. It was an 
accepted idea a generation ago that 
industry in small and medium-sized 
establishments was doomed to extinc- 
tion, and that large-scale machine pro- 
duction and State industry would con- 
stitute the forms of production of the 
future. This process was certainly ac- 
celerated by the conditions of indus- 
trial production during the war, when 
Germany was virtually in a state of 
siege. There are indications, however, 
that the disappearance of small in- 
dustry will be neither so general nor 
so rapid a process as many economists 
anticipated. 

First, with regard to hand labor, our 
inquiry showed that it had undergone 
certain changes. Some older types have 
died out, others have survived, while 
new forms have sprung up and flour- 
ished, fostered, strangely enough, by 
that same triumphal march of large- 
scale industry that was supposed to 
have doomed the handicrafts to ex- 
tinction. For example, the electrical, 
automobile and radio industries, to 
name only a few of the large-scale in- 
dustries of the recent period, have 
provided work for a great number of 
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artisans, such as electricians, fitters 
and tool-makers. Elsewhere locksmith 
and tinsmith, baker and butcher have 
maintained their position. 

The general conclusion may be 
drawn that while the scope of handi- 
craft labor has been restricted in the 
productive process strictly speaking, 
it has nevertheless found new fields 
of activity in the finishing trades in 
repair and installation work, in com- 
mercial connections and the like, that 
more than compensate for the ground 
lost at other points. Handicraft labor 
is changing but not disappearing. 
About 3,500,000 persons were occu- 
pied as independent artisans in 1,500,- 
000 establishments in 1925, while the 
number of those attached to these oc- 
cupations as helpers, according to this 
inquiry, amounted to almost 8,000,000. 
All in all, therefore, more than 12 per 
cent of the German people live from 
hand labor. 

Similar results are shown with re- 
gard to small and medium-sized enter- 
prises which today, according to the 
industrial census, provide employment 
for from 35 to 40 per cent of the in- 
dustrial wage earners of Germany. 
The same holds true of commerce. The 
large department stores transact less 
than 5 per cent of the business done 
in retail trade, the one-price stores 
about 1 per cent, while the business 
done by consumers’ cooperatives lies 
between these two. The conclusion 
must be drawn from these figures that 
about 80 per cent of the retail dis- 
tributive trade in Germany is in the 
hands of small dealers and not of 
great trusts, large enterprises or chain 
stores. 

These figures give little indication 
of the conditions of life of the middle 
class, but they throw an interesting 
light on the class differentiation of 
the German people which has re- 
mained so “individualist” in character 
in spite of the triumphal march of the 
machine, of rationalization and trust- 
ification. The fact that this class of 
independent producers constitutes so 
large a part of the population is a fac- 
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tor of prime political importance. The 
desperate conditions to which it has 
been reduced by the tremendous re- 
striction of consumption due to the 
crisis has made it a fertile recruiting 
ground for the Hitler movement. The 
very virtues of this class, its tradi- 
tions of thrift and economy, incapaci- 
tate it for the present struggle. The 
limited perspective of the small mid- 
dle class, artisans bound to their trade 
with every fiber of their being, small 
traders and producers, and their lack 
of mobility in adjusting themselves to 
new conditions make them an easy 
prey for a doctrine like that of the 
National Socialists which holds out 
the prospect of an immediate better- 
ment of the conditions of the middle 
class through revolutionary political 
action. 


A further factor in driving this 
class into the arms of Hitler has been 
the increasing power of the Social 
Democracy which has succeeded in 
the period since the war in greatly 
strengthening its position throughout 
Germany as the representative of the 
interests of labor. As a result, the 
network of wage-scales and agree- 
ments that bound the employers was 
widely extended during the period of 
temporary prosperity. In the period 
of declining prosperity and of the con- 
sequent tremendous reduction of con- 
sumption these restrictions became 
ever more irksome to the employers, 
especially the small employers. Hence 
the enthusiasm of this class for 
the “leader” who would break the 
“Marxist domination,” and their read- 
iness to join the hue and cry against 
the Jews, who were made the butt of 
all grievances. 

The tremendous success of the Hit- 
ler movement can be understood only 
when one considers the important 
place which the so-called middle-class 
occupies in the population of Ger- 
many. The National Socialist move- 
ment, which is distinctly “Messianic” 
in spirit, has a peculiar appeal for 
this class precisely because of its nar- 
row outlook and the great need and 
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distress into which it has fallen dur- 
ing the last few years. As the eco- 
nomic conditions of this class grew 
more and more desperate, they fell 
to an ever-increasing degree under the 
spell of the sorcerer whose eloquence 
conjured up the realization of their 
dreams, 

This process cannot continue indefi- 
nitely. There are indications that the 
conviction is gaining ground in these 
circles that words are not deeds. It 
is in this class too that one may ex- 
pect to find the first signs of return- 
ing confidence with an improvement 
of conditions, and the gradual disap- 
pearance of the sense of insecurity. 
The influence of the Hitler movement 
will also decline quite naturally 
among these elements as economic 
conditions improve. 

But one must remember that this 
movement is not confined to the in- 
dustrial middle class. It has its most 
devoted and fanatical supporters in 
another group, the intellectual and 
professional middle class, composed of 
government officials, teachers, coun- 
try physicians and members of other 
professions, who are suffering even 
more than the business elements in the 
middle class from the overwhelming 
financial burdens due to reparations 
and to expenditures for social insur- 
ance and unemployment. This class 
has been greatly affected too by the 
restriction in personnel of officials 
and government employes which both 
States and municipalities have been 
forced to carry through in order to 
meet their great and growing deficits. 
In a still worse position are the youth 
of this class whose prospects of a 
better education and a professional or 
official career have been blighted and 
whose future looks hopeless because 
the supply of labor in the professions 
far outruns the demand, and even the 
prospect of a job is a mere gambling 
chance. 

The psychological factor of greatest 
political significance here is that the 
class which previously enjoyed the 
greatest security and which had 
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adapted itself to relatively easy and 
sure conditions of life is the one that 
is now confronted with the greatest 
uncertainty and insecurity. In the old 
days the career of a government offi- 
cial might be compared in the matter 
of security to a good life insurance. 
Once within the bounds of this career 
there was a sure position for life, if 
one committed no offense, with the 
prospect of one’s savings and a pen- 
sion for old age. The special condi- 
tions of this professional middle class, 
as in the case of the industrial middle 
class, have made them peculiarly re- 
ceptive to the arguments of Hitler. 
Then, too, they are bound directly or 
indirectly to a State which controls 
their livelihood, but to which they find 
it difficult for one reason or another 
to give their whole-hearted support. 
The present republic favored them 
only at the outset. The old monarchy, 
to which they are attached by happy 
memories, is a thing of the past. So 
they tend today to choose the State of 
the future, the “third Reich” of Hitler. 


An important element in the diffi- 
culties of the professional middle class 
lies in the bankruptcy of the States 
and municipalities whose heavy bur- 
den of debt would prevent them from 
increasing their administrative appa- 
ratus and personnel even if general 
economic conditions should improve. 
The responsibility for this situation 
they attribute to the Treaty of Ver- 
sailles and the conditions imposed 
upon Germany after the war by the 
victorious powers. This interpretation 
of their own grievances will lead this 
class for a considerable period to fol- 
low a nationalist line in politics and 
to oppose the Weimar Republic. 

And now what of the workers who 
compose with their dependents 42 per 
cent of the population of Germany? 
Some of them had savings which they 
lost in the inflation period. All were 
drawn into the chase after the mark. 
They lost then, along with the rest of 
the German people, all sense of the 
relations of money and value. A most 
important fact, the influence of which 
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still appears in the disregard for small 
coin. Many have lost the desire to save 
in the “flight from the mark” and 
the “pursuit of commodities” which 
started during the inflation. In the 
boom period they had not regained 
confidence in money sufficiently to 
save. The “pursuit of commodities” 
continued and, paradoxically enough, 
forced the masses to adopt a higher 
standard of living and to spend a 
greater percentage of their income 
for clothes, underwear, furniture, &c., 
to meet their increased requirements. 
This explains the comparatively good 
outward appearance of the German 
workers today in the period of great- 
est misery and unemployment, which 
foreigners find so surprising. For this 
very reason the workers are all the 
more defenseless and unprepared, 
psychologically as well as materially, 
to meet the crisis of unemployment 
which has continued now for several 
years. 

Most surprising of all is the fact 
that the workers have not turned en 
masse to that other panacea, commu- 
nism. For this the Social Democracy 
is probably largely responsible in 
using its traditional influence over 
the working class to hold it back from 
radical solutions. The German Social- 
ists have committed many errors in 
the years since the founding of the 
republic, and they have failed, in com- 
mon with all other parties, to build 
the republic on a firm foundation as 
the institution of the State that stands 
above parties while functioning 
through them, though the Social 
Democrat Ebert was a striking ex- 
ample of a party politician who was 
able to raise himself to the level of 
a leader of the people as a whole and 
above all parties. The Social Democ- 
racy has, however, rendered a historic 
service to the German State in resist- 
ing extreme radical measures at a 
time when these had a great appeal 
for the average man and in support- 
ing the “bourgeois” solution of Ger- 
many’s problems. 

What perspective confronts the Ger- 
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man people today? A people that has 
been cast by fate into this sea of un- 
certainty and insecurity, that has 
lived through a crisis of unparalleled 
severity, whose youth for the most 
part looks into a future without hope 
and prospect—a nation that is suffer- 
ing from overpopulation (Germany is 
ten times more densely populated than 
the United States) and has no oppor- 
tunity whatever for emigration! Has 
this people been so weakened spirit- 
ually and materially by the disaster 
that has overtaken it that there is no 
hope of recovery? 

Many are inclined to this view, and 
there are many symptoms that support 
it. But the physician discerns also 
symptoms of a possible recovery. The 
patient has an extraordinarily good 
constitution. He still lives, he breathes, 
he hopes. In spite of all the suffering 
he has undergone he has succeeded 
with an elasticity and a capacity for 
adaptation almost beyond belief in 
meeting every situation as it arose. 


It seems as though this patient can- 
not die. Just as the sick body creates 
within itself the agencies that strug- 
gle against the poisons and germs of 


disease, so the German people in the 
course of the crisis through which it 
has passed has developed forces that 
renew its vitality. Mere existence has 
become a feat that calls out all the 
latent forces of the individual. If the 
process of selection operated during 
the war in a negative sense for the 
elimination of the fittest, it now op- 
erates positively for the survival of 
the fittest, the strongest, the ablest, 
the most intelligent. This is only rel- 
atively true, of course, for when the 
crisis and general misery have reached 
a certain point even the most able are 
not secure from destruction. 

If the national or international sit- 
uation held out some hope for the in- 
dividual, some possibility that the 
present pathological social condition 
might be checked at its souree—which 
is the sense of insecurity—then all 
that Germany has suffered in the past 
and the present might become a 
source of strength for the future. 
This future will in any case be deeply 
influenced by the experiences of the 
present period and the important 
changes in the structure of German 
society they have brought about. 
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litical Science Association, the author is 
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the author of several books on the science 
of public administration.] 


HE tax situation in the United 

States has reached a stage of seri- 
ousness which the average citizen does 
not appreciate. The burden of national, 
State and local taxes has become one 
of the most formidable obstacles in 
the path of economic recovery. More- 
over, the trouble arises not merely 
from the weight of this burden, but 
from its grotesquely uneven distribu- 
tion. The American tax system, if it 
can be called a system, is rapidly los- 
ing touch with capacity to pay. It 
bears too heavily on some, while 
others, far better able to bear the 
load, go virtually untouched. 

Never before has so large a fraction 
of the country’s earnings been com- 
mandeered by the tax collectors as is 
the case today. A few figures will il- 
lustrate the way in which the incubus 
has grown during the past three years. 
In 1929 the national income of the 
United States, that is, the net earn- 
ings of the entire population, was esti- 
mated to be about $85,000,000,000. Our 
total tax bill for that year was esti- 
mated at about $10,000,000,000. In 
other words, the entire tax levy of 
1929, lumping together all Federal, 
State and local assessments, amounted 
to about 12 per cent of the national 
income. For the year 1932, on the 
other hand, this national income has 
dropped to about $40,000,000,000, or 
less than half what it was three years 
ago, while the total amount levied in 
taxes receded only about 10 per cent. 
It ran to almost $9,000,000,000 for the 
year, which means that it devoured 
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over 20 per cent of the national in- 
come. 

So large a drain on the nation’s 
earning power cannot be regarded 
otherwise than as an almost insuper- 
able handicap to business recovery. 
Our friends the exponents of technoc- 
racy have estimated that it takes 
about $10,000,000,000 to pay interest 
on the total debt-volume of the Amer- 
ican people, as represented by govern- 
ment bonds of every kind, railroad 
and industrial bonds, mortgages, notes 
and bank loans. And they argue that, 
as the business of the country cannot 
possibly continue to squeeze so large 
an amount from its present emaciated 
earnings, some method of scaling down 
this interest annuity must be found. 
What they have omitted to point out, 
however, is that the country finds 
itself saddled with a tax burden of 
virtually equal proportions and that 
if any scaling down is to be done, here 
is the obvious place to begin. 

Why has this tax burden grown so 
large? Why is it so unevenly distrib- 
uted? Why is it so difficult to secure 
any reduction in the rates, no matter 
how insistent the taxpayers’ demands 
may be? 

The reason is that we have no ac- 
cepted philosophy of taxation in the 
United States. We have established no 
boundaries between the jurisdictions 
of the various taxing authorities; we 
have reached no agreement as to what 
should be taxed, or when, or by whom, 
or how. For fifty years the framing 
of American tax laws has been a battle 
of the pressure-groups, each endeavor- 
ing to convince the legislators that the 
public welfare would be detrimentally 
affected by taxing them instead of 
somebody else. 

In no other country are there two 
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sets of virtually independent taxing 
powers as here. With us, as every one 
knows, the power to tax is vested in 
the Federal Government and in the 
Legislatures of the forty-eight States. 
Both possess their powers in almost 
unrestricted form. The Federal Gov- 
ernment has power to levy any form 
of taxation except poll taxes and taxes 
on real estate. Even these it may 
assess if it provides for an apportion- 
ment of the levy among the States ac- 
cording to population, as the Consti- 
tution requires. In practice the instru- 
mentalities of State Government— 
such as municipal and State bonds— 
are also exempted from the taxing 
power of Congress. The States, on the 
other hand, may tax anything except 
imports, exports, and the agencies of 
the Federal Government. Moreover, 


they may delegate to their counties, 
cities and other political subdivisions 
any taxing authority which they them- 
selves possess. 

The inevitable consequence of this 
overlapping is that the two sets of 


taxing authorities have entered into 
a spirited competition with one an- 
other, each giving heed to its own 
necessities with scant regard for the 
fact that the taxpayer is being hit 
twice in the same place from different 
directions. The result is the imposition 
of a cumulative burden on the shoul- 
ders of every hapless citizen who is 
unlucky enough to come within the 
range of this cross-fire. 

Now there is a fairly general agree- 
ment among economists that taxes 
should be levied in accordance with 
capacity to pay. But the capacity of 
the taxpayer to furnish funds for one 
branch of the government obviously 
depends upon the amount of taxation 
that is laid upon him by the other 
branch. His capacity to pay a heavy 
income tax and surtax on his net in- 
come to the Federal Government, for 
example, cannot be determined unless 
we know whether he is being similarly 
taxed by the authorities of his own 
State. Some States tax incomes and 
some do not. Some do not tax earned 
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incomes but levy a tax on the value 
of intangible property. To be both 
equitable and efficient a tax system 
must be planned and coordinated. In 
the United States we are not doing 
either of these things. 

Any tax taken by itself can be 
shown to be unjust. It will fall too 
heavily on some and on others not 
at all. This injustice has to be set right 
by the incidence of other taxes which 
exert their pressure differently. Thus 
the personal property tax and the in- 
come tax are supposed to ameliorate 
the tax burden on real estate by 
spreading the incidence of taxation 
more widely. Likewise the sales tax. 
Taken by itself, it is seriously objec- 
tionable because persons of small in- 
comes have to bear more than their 
proportionate share of it, but if our 
tax system is considered as a whole, 
it is not objectionable at all. A small 
levy on general sales would broaden 
the tax base, and if properly articu- 
lated to the rest of a planned tax-sys- 
tem would give the whole structure a 
better balance. Wealth and income in 
all their forms should bear a just and 
proportional share of what it costs 
to govern the people. But this goal 
can never be achieved if we insist on 
considering each tax by itself, without 
reference to other taxes. 

Yet the United States started out 
in 1787 with something akin to a tax 
philosophy. The framers of the Fed- 
eral Constitution assumed that the 
national government would subsist on 
the proceeds of customs duties and a 
few excises. Those who drew the earli- 
est State Constitutions, on the other 
hand, looked to the field of direct 
property taxation as the main source 
of State revenue. There was in the 
public mind at this time a broad dif- 
ferentiation between indirect and 
direct taxes which seemed clear 
enough under the conditions of the 
day but which has become steadily 
blurred by the complexities of indus- 
trial development during the past 150 
years. The domain of indirect taxation 
has been so greatly widened by judi- 
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cial decision and otherwise that today 
nothing remains outside its boundaries 
except poll taxes and taxes on land. 

During the discussions which pre- 
ceded the adoption of the income tax 
amendment to the Federal Constitu- 
tion twenty years ago it was argued 
that the national government should 
be given the right to tax incomes, 
from whatever source derived, because 
the States could not in the nature of 
things exploit this source of revenue 
effectively. There would be evasion by 
changes of legal residence. For a time 
after the amendment was adopted the 
States did give Congress a clear field 
in respect to the taxation of individ- 
ual incomes. 

But they seem no longer disposed 
to continue this policy. A number of 
them have already put income tax 
laws into effect and more of them are 
considering such action at their pres- 
ent legislative sessions. In the case of 
some incomes the existing State taxes 
are more burdensome than the Federal 
levy, so that even a relatively modest 
net income may have to yield as much 
as 10 per cent to the two sets of tax- 
gatherers. When Congressmen sug- 
gest that an 8 per cent normal tax 
upon the smallest taxable incomes 
would not be oppressive they should 
bear in mind that these same net earn- 
ings are also being taxed elsewhere 
and at rates which Congress has no 
power to limit or control. 

So with taxes on estates and inheri- 
tances. Until 1916 this source of rev- 
enue was left to the States except on 
a few occasions of emergency. Then 
Congress invaded the field, partly to 
secure additional revenue, but partly 
also to compel a reduction in the size 
of swollen fortunes. The result is that 
estates or inheritances are now taxed 
from both quarters and sometimes 
heavily taxed. An inheritance, indeed, 
may be taxed several times—for ex- 
ample, by the Federal Government, by 
the State in which the decedent lived, 
by the State in which the property is 
located and by the State in which the 
securities have been kept. Each State 
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has its own rates, and its own basis 
for determining them, both of which 
are usually adopted with little or no 
reference to what any other State is 
doing. The situation is so chaotic that 
the winding up of estates is often in- 
terminably delayed while matters of 
tax liability are being decided by the 
slow-moving authorities. Nowhere else 
does the absence of a planned tax sys- 
tem for the whole country show itself 
so conspicuously as here. 

Apparently we are going to develop 
a similar situation as respects the tax- 
ation of sales. Both Congress and the 
State Legislatures have constitutional 
power to impose excises, and a gen- 
eral sales tax is merely an excise writ 
large. If one of them imposes such a 
tax and it proves successful the other 
will inevitably follow suit; we know 
that from experience. Fourteen years 
ago the Legislature of Oregon hit 
upon the idea of a gasoline tax. Here 
was a fruitful source of revenue, at 
one cent per gallon, which could be 
utilized in the building of State high- 
ways. The new tax proved easy to 
levy, economical to collect, difficult 
to evade, and lucrative beyond the 
most sanguine of legislative expecta- 
tions. Within a short time, therefore, 
every State in the Union followed 
Oregon’s example, but with rates 
ranging from one to seven cents per 
gallon. Florida and Tennessee now 
impose a tax at the latter rate. 

What a windfall these gasoline 
taxes have been to the hungry ex- 
chequers of the States! Last year 
they yielded to the forty-eight Com- 
monwealths nearly $600,000,000. In 
addition some States allow their coun- 
ties and cities to levy gasoline taxes 
also, so that the cumulative tax bur- 
den upon a gallon of gasoline, before 
it gets into the automobile tank, is 
sometimes eight or ten cents. 

With all the States using this form 
of taxation so voraciously, it might 
have been thought that Congress 
would leave it alone. Not so, how- 
ever. In the billion-dollar tax bill of 
1932 the Federal authorities put their 














own one cent per gallon on top of the 
State excises. Care was taken, how- 
ever, to explain this action as a tem- 
porary and emergency measure, with 
the assurance that Congress had no 
idea of making gasoline taxes a per- 
manent source of national revenue. 
But it has already become apparent 
that the Federal tax will be continued 
indefinitely and there need be no sur- 
prise if the rate is increased. 


Meanwhile the States have their 
own way of answering this challenge 
to the integrity of their tax areas, 
namely, by a counter-invasion of the 
regular excise field—cigars, ciga- 
rettes, and so on—which the national 
government has for a century arro- 
gated to itself. The list of commodi- 
ties on which various States are now 
levying excises or sales taxes is wid- 
ening year by year. It will keep 
broadening with their financial ex- 
igencies until the final step to a gen- 
eral sales tax is by no means a long 
one. Meanwhile Congress is not the 
only legislative body in the United 
States that has under consideration 
the proposal to establish immediate- 
ly some more or less general sales 
tax. At least a dozen State Legisla- 
tures are wrestling with the proposi- 
tion at the present time. So no one 
need delude himself into believing 
that if Congress at its present ses- 
sion refuses to accept the general 
sales tax as a means of getting Fed- 
eral revenue the people of the coun- 
try will be immune from such an im- 
post. It probably means that the 
slouch-hatted Solons in our State Leg- 
islatures will rush in where the an- 
gels on the Potomac fear to tread. 
Then, as in the case of the gasoline 
tax, Congress will join the rear guard, 
in which case we may eventually 
have a series of double imposts under 
the name of sales taxes levied upon 
the whole range of marketable com- 
modities. 

In fact, one gives no considerable 
hostage to fortune in risking the pre- 
diction that unless some step is taken 
in the way of setting up definite 
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boundaries between our two great 
agencies of tax jurisdiction every 
yard of cloth and spool of thread, 
every bottle of ink and sheet of paper, 
every pair of gloves or shoes sold in 
the United States will ultimately be 
called upon to pay a bifurcated trib- 
ute to our national and State treas- 
uries. It can hardly be otherwise 
as long as we have no settled philos- 
ophy of taxation as respects a di- 
vision between the nation and the 
States, but merely leave the great 
sources of public revenues as an arena 
of ruthless competition between the 
two. 

To make matters worse, we have no 
philosophy of taxation as respects its 
purpose. Originally taxation was 
looked upon as a fiscal device, with- 
out any social purpose, but with the 
simple aim of providing a public rev- 
enue. Hence every tax was regarded 
as a necessary evil, the smaller the 
better. From that point of view the 
sole test applied to any proposed tax 
was whether it would give an ade- 
quate yield without unduly burden- 
ing the taxpayer. If a tax could be 
spread over a wide constituency, so 
that it would not fall heavily any- 
where; if it could be economically 
collected and not easily evaded, and 
particularly if it could be levied so 
that people would pay without know- 
ing it—then it was regarded as a 
good tax. In Adam Smith’s famous 
canons of taxation, which every un- 
dergraduate student of economics is 
required to memorize, no account is 
taken of any considerations other 
than fiscal ones. These maxims rep- 
resented the orthodox tax doctrines 
of a century ago. 


In the course of time, however, the 
idea developed that taxation ought to 
have a social or regulative as well 
as a revenue-yielding purpose. This 
shift early made itself manifest in the 
matter of tariff duties, where the 
purpose of affording protection to 
home industries came to be recog- 
nized as one of equal importance 
with that of replenishing the Federal 
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Treasury. From the tariff, the em- 
phasis on the regulative aspects of 
taxation gradually extended itself to 
the excise. Stiff taxes on alcoholic 
beverages and upon cigarettes were 
defended as a means of discouraging 
certain social habits which were 
deemed undesirable by considerable 
sections of the people. Then, in the 
framing of the laws which laid taxes 
on estates and incomes, the social 
purpose of taxation received more 
conspicuous recognition. 

Today these tax rates, in their 
higher brackets, are not customarily 
justified on the ground that they 
produce substantial amounts in rev- 
enue. As a matter of fact, they bring 
in very little. But their existence on 


the statute book eases the consciences 
of those legislators who regard big 
fortunes and big incomes as a detri- 
ment in any democratic social order. 
The attempt to put a national tax on 
the products of child labor some years 
ago, to take an outstanding example 


of taxation with a social purpose, 
was not inspired by a desire for rev- 
enue but solely by the hope that in 
this indirect way the employment of 
children in industries could be elim- 
inated. 

To what extent, if at all, is it justi- 
fiable to use the taxing power of a 
government as a weapon of economic 
and social readjustment ? 

In theory it has a good deal of jus- 
tification. Governments are vested 
with the chief responsibility for pro- 
moting social justice and for prevent- 
ing any such inequitable distribution 
of wealth as might be a menace to 
the easy functioning of democratic 
rule. It goes without saying that a 
free government must be given the 
means of its own preservation, and 
great economic inequalities among 
the people are a menace to its exis- 
tence. James Madison drew that fact 
to the attention of his countrymen 
nearly one hundred and fifty years 
ago. It is sound political theory, 
therefore, that goals of social well- 
being should be attained by using the 
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tax mechanism if they cannot be 
reached in any other way. 

But this is one of the matters upon 
which principle and practice do not 
always, or even usually, synchronize. 
When we say that a government has 
a right to promote the social well- 
being by regulative taxation, we are 
really saying, as a matter of practi- 
cal politics, that any element which 
can gain control of the Legislature 
has a right to identify the public in- 
terest with its own and to serve itself 
by robbing others. We must not for- 
get that the unfettered power to tax 
is the greatest single power that a 
government can possess. Having this, 
it needs no others. By the use of 
such authority it can fulfill anything, 
destroy anything; it can make the 
right to life, liberty and property a 
meaningless phrase. That is why the 
use of the tax system as a means of 
economic and social amelioration is 
something that should be constitu- 
tionally safeguarded against abuse. 
Thrown wide open it must inevitably 
result in the serious oppression of 
political minorities. 

One of the safeguards now existing, 
so far as the confiscatory taxation of 
large incomes is concerned, has been 
provided through an implication of 
the Federal Constitution. By a fa- 
mous judicial decision—McCullough 
v. Maryland—all obligations of the 
national government are exempt from 
the taxing power of States and mu- 
nicipalities. This exemption extends 
not only to the regular issues of na- 
tional government bonds but to such 
other statutory instrumentalities of 
the national government as the bonds 
of Federal Land Banks and _ joint 
stock land banks. In addition, certain 
Liberty issues were sold to the pub- 
lic during the war period with a 
promise that they would be wholly 
or partially exempt from Federal tax- 
ation. 

Likewise a very much larger total 
of State and municipal bond issues 
stand exempt from Federal taxation 
as a logical deduction from the rule 
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in McCulloch v. Maryland that, if the 
States are precluded from taxing an 
instrumentality of the national gov- 
ernment, the latter, by the same line 
of reasoning, must be prevented from 
levying taxes on the instrumentalities 
of a State. At any rate, our legisla- 
tive bodies have to face the awkward 
fact that there are billions of bond 
issues the income from which stands 
beyond their power to tax. This is a 
haven of refuge to which the large in- 
vestor can flee if the income tax in 
its higher brackets seems likely to 
bear too heavily upon him. 

In all other countries it is possible 
for Parliaments and Legislatures to 
lay very heavy taxes on large in- 
comes with an assurance that such 
levies cannot be sidestepped, but will 
produce revenue in accordance with 
calculations made in advance. But 
the Congress of the United States 
cannot do this. It must reckon with 
the probability that every increase 
in the surtax rate, beyond a certain 
point, will merely drive a large but 
not-easily-calculable amount of tax- 
able investments into the tax-exempt 
category. How large this category is 
at the present time cannot be accu- 
rately estimated, but since it includes 
not only all regular State and muni- 
cipal bonds but all obligations of the 
myriad incorporated districts, im- 
provement districts and special as- 
sessment districts with which the 
country is bedecked, the total must 
be stupendous. It is big enough, in 
any event, to provide the world’s 
largest tax-dodgers’ sanctuary. 

It would be a long step in the right 
direction if we could eliminate tax- 
exempt securities of every kind, thus 
making all investments of whatever 
Sort yield their proper contribution 
to the public revenues. To do this, 
however, would require an amend- 
ment to the Constitution forbidding 
all future issues of tax-exempt bonds, 
whether by the national government, 
the States or any political subdivision 
of a State. It will be suggested, of 
course, that such an amendment 
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should broaden its application to the 
point of taking away exemptions en- 
joyed by State and local bonds al- 
ready outstanding; but such retro- 
active constitutional legislation would 
be a breach of faith in the public 
mind and harmful in other ways. As 
respects future issues, however, there 
is everything to be said for a consti- 
tutional provision of this kind. Such 
an amendment would at least assure 
us that year by year the outstanding 
volume of tax-exempt securities 
would become steadily less and that 
eventually they would disappear al- 
together. We would have at least 
helped to solve a problem for the next 
generation. 

The loudest protests today are not 
being directed, however, against the 
proposal to tax this or that, but 
against the idea of levying any new 
taxes at all. “I buy less food, less 
tobacco, less recreation,” says the 
man who still holds his job, “and I 
would like to buy less government.” 
There are millions of Americans who 
believe that they could get along with 
less government. But it is doubtful 
whether they are going to realize that 
wish, for the procedure employed by 
the public authorities in budget-mak- 
ing is just the reverse of that which 
the ordinary citizen has to use in his 
attempt to make both ends meet. 
You and I, in planning our expendi- 
tures for the year, must first figure 
what our incomes are likely to be. 
Then, if we hope to keep from insol- 
vency, we plan to stay within the 
limits. When uny sensible man’s in- 
come falls, he cuts his expenses 
wherever the sacrifice seems least, 
and during the past three years a 
great many people have had to do this 
on a drastic scale. 

But that is not the way in which 
governments proceed. Congress and 
the State Legislatures, County Com- 
missioners and City Councils do not 
begin by determining that public ex- 
penditures must be trimmed into line 
with the existing revenues. Instead, 
they volubly explain that such action 
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would be impracticable; it would 
cripple the public services, add to the 
ranks of the unemployed and reduce 
the country’s purchasing power. Re- 
ductions here and there they aver 
themselves willing to make, but for 
the greatest part they proceed to 
bridge the gap by piling on more 
taxes. Consequently the taxes go up 
at the very time that the people as a 
whole can least afford to have them 
go in that direction. 

What, then, is needed in order to 
stem the steady march to chaos in 
American taxation? 

I. An equitable division of the 
sources of public revenue between the 
nation and the States should be 
agreed upon. To leave the dual 
spheres unbounded as they are at 
present will inevitably mean a con- 
tinued invasion from both sides until 
the disorganization becomes complete. 
The framers of the new German Con- 
stitution in 1919 realized the danger 
of leaving the tax jurisdictions un- 
bounded, hence they made the follow- 


ing significant provision: 

The Reich may prescribe by law funda- 
mental principles concerning the validity 
and mode of collection of State taxes, in 
order to prevent (a) injury to the revenues 
or to the trade relations of the Reich, 


(b) double taxation, (c) the imposition 
of excessive burdens, * * * (d) tax dis- 
criminations * * * and (e) export boun- 
ties. 


In the United States, likewise, a con- 
stitutional amendment should be 
worked out by Congress and submitted 
to the States setting forth, with 
definiteness, the spheres of taxation 
reserved to each. For in no other way 
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can taxes be justly articulated with 
capacity to pay. This same amendment 
should prohibit all future issues of 
tax-exempt public obligations. 

II. We should develop a sense of 
caution with respect to the idea that 
a tax system is primarily an agency 
of economic and social readjustment. 
The prime purpose of taxation is, and 
ought to be, to provide a revenue. In- 
cidentally it may be utilized to pro- 
mote the general welfare in other 
ways, but the danger of its being 
transformed into a weapon of class 
oppression should never be overlooked. 
Few rebellions have been caused by 
the mere weight of taxation, but many 
have been due to the injustice of taxa- 
tion, the American and French revo- 
lutions among them. 

Ill. There is a serious need for a 
recognition of the fact that the plan- 
ning of a sound tax system is no task 
for politicians. It is a complicated and 
difficult job requiring wide knowledge 
and a high degree of skill. Congress 
ought, therefore, to provide for the 
establishment of a permanent, non- 
partisan Federal tax commission of 
experts whose function it would be 
to carry on research into the tax prob- 
lem, to study the actual workings of 
the existing tax laws and to make 
recommendations for improving them. 
One of the duties of such a body 
should be to devise and present to 
Congress a plan for the equitable ap- 
portionment of tax jurisdiction be- 
tween the nation and the States. Work- 
ing in harmony with the National Tax 
Association, a Federal commission of 
this kind could hope to accomplish a 
good deal. 





British Claims to Persian Oil 


M. 


{The author of the following article 
spent 1927 and 1928 in Persia as the prin- 
cipal engineer assistant of the Persian 
Government Railways. His knowledge of 
Persia gained at that time has been sup- 
plemented for the purposes of writing 
this article by information supplied by 
Frederick G. Clapp of New York City, 
formerly petroleum adviser to the Persian 
Government, and by correspondents in 
Persia.] 


HE news sent from Teheran, the 
' capital of Persia, on Nov. 26, 
1932, that the Persian Government had 
that day canceled the D’Arcy conces- 
sion and the contracts with the Anglo- 
Persian Oil Company immediately 
raised an issue of great importance. 
Not only did it involve the fate of the 
Anglo-Persian Oil Company, in which 
the British Government has a control- 


ling interest, but also the fuel supply 
for part of the British navy and mer- 
chant marine. Moreover, the financial 
position of Persia is closely bound up 
with the exploitation of the nation’s 


great oil fields. Because of the pe- 
culiar status of the Anglo-Persian Oil 
Company, an international incident 
was thus created whose solution would 
require careful handling. 

Beginning north of Mosul in Iraq 
and extending in a southeasterly direc- 
tion far into southern Persia is an 
oil-bearing belt, estimated to be about 
150 miles wide and from 600 to 1,000 
miles long. In this vast area, cover- 
ing one of the greatest potential oil 
reserves in the world, four major pro- 
ducing fields have been developed. At 
the northern end are the Baba-Gurgur 
and other adjacent fields near Mosul 
and Kerkuk in Northern Iraq; the 
Naft-Khaneh field lies athwart the 
boundary between Persia and Iraq, 
while the Masjid-i-Suleiman field is 
about sixty-five miles northeast of 


BOUILLON 


Ahwaz and the Haft-Kel about sixty 
miles east of Ahwaz. The output of 
the two last-named fields, which are 
in Persia, is piped to the distillery at 
Abadan. 

The existence of petroleum at vari- 
ous points in Southern Persia must 
have been common knowledge to the 
local inhabitants even several thou- 
sand years ago. Certainly from the 
dawn of history, it was used by them 
for various purposes. They applied it 
on their mud walls and boats; they 
used it to make fires, for certain uses 
in warfare and for healing sores, par- 
ticularly on their beasts of burden. In 
the latter half of the nineteenth cen- 
tury, several efforts were made by va- 
rious foreigners to explore and study 
the possibilities of developing the Per- 
sian oil fields, but it was not until 
1901 that the first definite step was 
taken which, through successive and 
at times extremely difficult stages, 
led to their successful exploitation. 

William Knox D’Arcy, an adventur- 
ous Englishman who had amassed a 
fortune in the gold fields of Australia, 
obtained in 1901 an oil concession for 
which he paid the Persian Govern- 
ment a sum equivalent to about $20,- 
000. In return he was granted a sixty- 
year monopoly for the exploitation of 
petroleum, natural gas, asphalt and 
ozokerite, in a territory comprising ‘ 
approximately five-sixths of the total 
area of Persia and excluding only the 
five northern provinces. Thus, Persia, 
at the time ignorant of the treasure 
stored under the vast expanse of 
sterile land, ceded what have become 
extremely valuable exclusive rights 
for a sum that now appears negligible. 

The D’Arcy Exploration Company, 
in carrying out investigations in vari- 
ous portions of its concession, had to 
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The Anglo-Persian oil fields 


overcome many obstacles. For the 
first few years, apart from gathering 
information, little of practical value 
came from its work. But early in 1904 
two wells drilled at Chiah Sourkh on 
the Persian border, about 100 miles 
south of Kermanshah, brought in a 
small amount of oil. Eventually the 
main efforts were centred in a stony, 
desolate valley in the foothills of the 
Bakhtiari Mountains, close to the 
ruins of an ancient temple called 
Masjid-i-Suleiman, meaning ‘Temple 
of Solomon.” Here were many oil 
seepages and in May, 1908, came the 
well-earned reward—a gusher was 
brought in that spouted oil high over 
the derrick 

In 1909, a new organization, the 
Anglo-Persian Oil Company, succeed- 
ed the D’Arcy Exploration Company. 
Other wells were brought in and abso- 
lute proof was established of the ex- 
istence of an extensive oil field. The 
entire project embraced one of the 
largest single undertakings in the his- 
tory of the oil industry. 
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Despite the severe handi- 
caps of difficult transport, 
remoteness from'sources of 
supply, intense Summer 
heat and the need to train 
native laborers who, while 
capable and willing, were 
unused to the work de- 
manded of them, the great 
undertaking progressed. 
With the cooperation of 
the Persian Government 
and of its representatives 
on the ground, the skilled 
guidance and capable direc- 
tion of the work, the 
patient and tactful han- 
dling that overcame emhbar- 
rassing situations, coupled 
with the ability and will- 
ingness of both the Persian 
and foreign workers, the 
Anglo-Persian Oil Com- 
pany constructed a vast 
plant, designed, built and 
operated upon scientific 
principles applied in a practical way. 

Abadan, a point on the east shore 
of the Shatt-el-Arab estuary formed 
by the junction of the Karoun and Ti- 
gris Rivers, was selected as the most 
suitable site for the refinery and oil 
port. The easterly shore of this com- 
modious inlet also defines the interna- 
tional boundary between Persia and 
Iraq. Thus the anomaly is presented 
of a ship lying in the territorial 
waters of Iraq while transferring car- 
go to or from Persian soil. Abadan is 
on a long narrow island about forty 
miles from the mouth of the estuary 
on the Persian Gulf. Except for a thin 
band of date plantations along the 
shore, the region is a vast sandy des- 
ert that extends from the seacoast to 
the distant foothills. 

The size of the refining plant at 
Abadan may be gauged by the fact 
that it includes about 200 storage 
tanks—most of them with a capacity 
of 10,000 tons—shops, power houses, 
storehouses and spacious office build- 
ings. Docks, warehouses and other 
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shipping facilities have been con- 
structed; residential districts for the 
native and foreign employes have been 
built; streets have been laid out, sew- 
ers dug; churches, schools, hospitals, 
clubs and playing fields have appeared 
in what was only a waste. All has been 
scientifically conceived and carried 
out—a change close to the reputed 
home of Aladdin, whose lamp might 
be rubbed in vain to duplicate it. 

Delivery of the oil from the Masjid- 
i-Suleiman field to the refinery at 
Abadan required the construction of a 
pipe line about 145 miles long. The 
material for this work was unloaded 
from freight steamers at Mohamme- 
rah and there transferred to barges 
for distribution at convenient points 
along the Karoun River. Material and 
equipment destined beyond Ahwaz 
had to be portaged over land for three 
miles to avoid rapids in the river. To 
reach the field thirty miles northeast 
of the northern terminus of the water 
route required transport by mule car- 
avans over a stony trail. Today good 
roads and a narrow gauge railway 
connect these two points. After leav- 
ing the basin of the oil fields, the pipe 
line crosses two summits, where the 
maximum altitude is 1,300 feet—ap- 
proximately 700 feet higher than the 
pumping station at Tembi. 

The original pipe line was six inches 
in diameter over this hilly section and 
eight inches along the comparatively 
level sections of the desert. Distribu- 
tion of the pipe was accomplished by 
teams of eight mules hauling jim 
wagons from the nearest river depot 
and by tandem teams along bad sec- 
tions where wagons could not be used. 
The laying of the original line began 
in January, 1910, and was completed 
in June, 1911, including a difficult sec- 
tion 900 feet long at the crossing of 
the Bahmashir River that divides 
Abadan from the mainland. The maxi- 
mum capacity of this line was about 
9,000,000 gallons a month. 

A second pipe line, ten inches in 
diameter, was begun early in 1914, 
but because of serious delays during 
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the war was not completed until Jan- 
uary, 1917. This unit increased the 
capacity to a total of about 35,000,000 
gallons a month. In 1919 the original 
six-inch line was replaced by ten-inch 
pipe and three pumping units were in- 
stalled, one at Mullasani, one at Kut 
Abdulla and the other at Dorquain, at 
approximately equal distances from 
each other and from both terminals. 
These accelerated the flow and thus 
greatly increased the quantity deliv- 
ered at the refinery. Another line, 
twelve inches in diameter, was begun 
in 1921 and completed toward the 
end of 1922. The combined capacity 
had now reached a total of 5,000,000 
tons a year. The substitution of more 
powerful pumps was expected to in- 
crease the total annual delivery to 
7,400,000 tons. 


While these improvements and ad- 
ditions were in progress, investiga- 
tions were proceeding at other points. 
The new field known as Haft-Kel was 
developed. A twelve-inch gravity pipe 
line nearly sixty-one miles long, with 
a total fall of 1,400 feet, was built to 
Kut Abdulla, where it joins the older 
unit about sixty-seven miles north of 
Abadan. This branch forms the east 
arm of a Y, the west arm leading to 
Masjid and the stem south to Abadan. 

The Persian field of Naft-Khaneh 
bestrides the international boundary 
between Persia and Iraq, about twen- 
ty-two miles southeast of Khanakin 
in Iraq. While several producing wells 
have been brought in on the Persian 
side, no trade outlet has yet been pro- 
vided. Serious geographical and cli- 
matic difficulties must be overcome be- 
fore delivery by pipe line to the scat- 
tered cities or trade centres on the 
high plateau beyond the mountains 
can be feasible. Viewed as a commer- 
cial enterprise, the construction of 
such a pipe line would be costly and 
out of all proportion with even the 
most optimistic estimates of revenue 
to be anticipated. However, this ex- 
penditure might well be justified be- 
cause of future national exigencies. 
Such a reason has been the determin- 
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ing factor in many countries for the 
construction of strategic military rail- 
ways, highways or harbors. Possibly, 
therefore, oil from Naft-Khaneh, or 
from some field yet to be discovered, 
will some day supply Persia’s inland 
cities through a series of pipe lines 
and pumping stations. It is also pos- 
sible that a friendly business agree- 
ment may be concluded by Persia, 
Iraq and the oil companies concerned 
to provide for the transport of oil 
from Persia across Iraq. Future de- 
velopments might even justify piping 
across the desert to the Mediter- 
ranean. 

Production in Iraq is carried on by 
the Khanakin Oil Company, a subsid- 
iary of the Anglo-Persian Oil Com- 
pany, and the oi! is delivered to their 
refinery at Khanakin through a pipe 
line completed in 1926. As the pro- 
ducing wells in Iraq are close to the 
Persian border, some but a few hun- 
dred feet away, it is possible that a 
portion of the oil drawn may come from 
Persian sub-soil since the nearest Per- 
sian wells are only a mile and a half 
away. Even though these wells were 
producing at the same rate as those in 
Iraq, the division of the unseen oil re- 
serves would, if exploited on a large 
scale, eventually strongly favor Iraq. 
There is, however, no need for alarm 
about such a possibility because of the 
present comparatively small output at 
Khanakin. It is also probable that this 
has been considered by the Anglo-Per- 
sian Oil Company in its financial deal- 
ings with the Persian Government. 
The first consideration, to find a mar- 
ketable outlet for the oil from the 
Persian side, is still largely an un- 
solved problem at this point. 

The reasons given for the canceling 
of the D’Arcy concession and for up- 
setting the basis for the great devel- 
opment which has been described may 
be summarized as follows: 

1. The D’Arcy concession was grant- 
ed under pressure. 

2. The oil royalties are calculated 
in a manner unfair to Persia. 
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3. No payments of royalties were 
made to Persia during the war. 

4, The Anglo-Persian Company has 
refused to permit Persian government 
auditors to verify its accounts. 

5. The company has refused to pay 
income taxes to Persia. 

6. The company has spent, and is 
still disbursing, large sums for oil or 
other investigations in foreign coun- 
tries, charging these expenses to the 
Persian oil fields, thereby reducing 
the net profits upon which payment 
of Persia’s royalties is based. Persia 
has no interest in any oil fields except 
her own and is thus indirectly com- 
pelled to contribute to the cost of ex- 
plorations that are carried on in other 
countries. 

7. The company has consistently 
maintained excessive prices for its re- 
fined products sold in Persia. 

8. The company has not developed 
the oil fields in Persia as fully as it 
should. Instead, it has given prefer- 
ence to its enterprises or to those of 
its subsidiaries outside Persia. 

9. The company invited cancellation 
of its contracts and concessions by re- 
fusing or ignoring the Persian Gov- 
ernment’s invitation last Summer to 
send representatives to Teheran to 
discuss the situation. 

10. High salaries and excessive 
overhead costs of the company greatly 
reduce the net profits and Persia’s al- 
lotted share. 

11. Certain rights granted by the 
concession interfere with the sover- 
eign rights of Persia in her own do- 
main. Persia as a free and independ- 
ent nation desires to remove this hu- 
miliating invasion of her right which 
has spread over five-sixths of her ter- 
ritory as though she were a vassal 
State. 

Following notice of the annulment, 
Persia’s Minister of Finance, speak- 
ing in the name of the Shah, an- 
nounced that Persia stood ready to ne- 
gotiate a new agreement with the 
company “based upon the rights of 
both parties.’”’ He added that “for the 
present the company’s activities would 
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be permitted to continue without in- 
terruption.” 

Persia’s action created a sensation 
in British Government circles, for it 
added a new and serious difficulty to 
the perplexing problems already con- 
fronting the Empire. Prompt recogni- 
tion had to be given to this major 
threat to such vital interests on the 
road to India. From the mass of dis- 
cussion and statement that arose, the 
following outline of the British posi- 
tion can be deduced: 

1. The D’Arcy concession and con- 
tract with the Anglo-Persian Oil Com- 
pany were negotiated by private par- 
ties with Persia purely as a private 
commercial enterprise. It was then, 
and for several years afterward, con- 
sidered a costly and hazardous ven- 
ture. 

2. Great Britain became the con- 
trolling partner in the company in 
1913, when it supplied needed capital 
to prevent this enterprise, built by 
British subjects and vital to the Em- 
pire’s interests, from falling into for- 
eign hands. 

3. All the obligations contracted by 
the company have been fulfilled. 

4, A heavy initial expenditure was 
required during the first seven years 
to carry on the explorations. The first 
producing well was brought in during 
May, 1908. Expenditures on a far 
larger scale were then required in 
order to construct the plants, pipe line, 
docks, roads, and so forth, and to pro- 
vide housing and modern utilities for 
thousands of employes. The initial 
installation was completed in June, 
1911, after the expenditure of large 
sums of money without the receipt of 
a single penny. Persia contributed no 
capital. Her claims for payment of 
royalties based upon alleged profits 
made by the company from 1905 on- 
ward, or six years before any oil could 
be refined and marketed, are obvious- 
ly made in error. 

0. Exploitation during the war had 
to be carried on at greatly increased 
cost amid the uncertainties and risks 
of warfare. In 1920 a supplementary 
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agreement was reached whereby Per- 
sia received £1,000,000, accepting this 
sum in final settlement of all out- 
standing claims. The agreement also 
defined the basis under which future 
profits would be calculated. 

6. While the company built several 
hundred miles of roads at its own ex- 
pense, the Persian government im- 
posed taxes on this work. The roads 
are largely used as public highways 
and the government was, in certain 
cases, saved the expense and necessity 
of their construction. 

7. The present exploitation of the 
oil fields, as for several years past, 
provides steady employment for about 
25,000 Persian subjects, apart from 
approximately 5,000 foreign employes, 
largely teclunical experts and trained 
mechanics. Vast sums of money are 
in this way spent in Persia, of direct 
benefit to that country, apart from 
the royalties that are paid to the 
Persian Government. 

8. Other benefits to the workers, 
their families and adjacent population 
include modern installations of hospi- 
tals, schools of various grades, libra- 
ries, recreation clubs, water, sanitation 
and light services, dwellings for Per- 
sian and foreign employes, and so on, 
built by the Anglo-Persian Oil Com- 
pany. 

9. The cancellation disregards for- 
mal agreements signed by both parties, 
containing no provision for annulment 
by either side. 

10. The recent decrease in net rev- 
enue of the Anglo-Persian Oil Com- 
pany was due to the universal busi- 
ness depression, which has lowered 
prices, curtailed demand and brought 
aggressive competition in world mar- 
kets everywhere, from which prac- 
tically all business enterprises and 
governments the world over have 
suffered. 

The British press bitterly reproached 
Persia. Some newspapers cited what 
they described as the traditional in- 
gratitude and ungraciousness of Persia 
toward its best friends. Meanwhile, the 
dispute promised to add another bur- 
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den to those now weighing upon the 
League of Nations. 

Undoubtedly Persia’s action is large- 
ly the result of a new spirit of inde- 
pendence, intensified by the personal- 
ity and progressive ideas of the present 
Shah, which is constantly expanding 
toward a broader nationalism. Its in- 
spiration arose from the granting of a 
constitution in 1906 and was greatly 
furthered in 1925 by the accession to 
the throne of Reza Khan Pahlevi, the 
present Shah, after Parliament had 
deposed the last of the Kajar rulers. 
From then on a great impetus was 
given to Persia’s desire to free herself 
from foreign domination. By abolish- 
ing capitulations in 1928, Persia made 
her courts and judges the sole arbi- 
ters of justice, in the case of both 
foreigners and natives. Thus, by can- 
celing the D’Arcy concession and the 
subsequent contracts with the Anglo- 
Persian Oil Company, Persia took 


what she considers another broad step 
toward complete liberation. 


Right or wrong—the question can 
be argued both ways—Persia’s bold 
action has probably won throughout 
the world more sympathy than con- 
demnation. The fact that the D’Arcy 
concession, granted in 1901, gave a 
British concern exclusive oil rights 
over the whole of Persia, except the 
five provinces bordering on Russia or 
Russian waters, was generally inter- 
preted, whether correctly or not, as a 
master play by Great Britain against 
Russia for the eventual control of the 
destinies of Persia. At that period Per- 
sia was like a minor without a proper 
guardian. The government was hard- 
ly competent to grasp the ultimate 
possibilities of the rights it ceded to 
D’Arcy. The menace of Russia van- 
ished with the rise of the Soviet 
Union. Today Russia has given to the 
world many proofs that it is no longer 
imperialistic. Persia possesses such 
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proofs in the return by the Soviet 
Union of concessions exacted from 
Persia by the Czarist régime, includ- 
ing the section of a railway built to 
Tabriz by the Russians. This creates 
a fine example of unselfishness that 
is not without significance in the 
present turmoil. 

With the removal of the threat in 
the north and thus, automatically, of 
the excuse for possible intervention 
in the south, settlement of the oil con- 
troversy can no doubt simmer down 
to a business transaction between 
owner and refiner. A new agreement 
can be drawn on a basis that will be 
fair to both sides, that will enable the 
Anglo-Persian Oil Company to con- 
tinue its operations with its well-man- 
aged plant and superbly trained or- 
ganization, and that will give Persia 
a greater share of the revenues. 

Certain prominent nations have in 
the past two decades scrapped or re- 
pudiated formal treaties and financial 
obligations when these interfered with 
imperialistic aims or invited economic 
chaos. Several nations, including 
Great Britain, are even now negotiat- 
ing for a revision of agreements on 
debts to the United States. Therefore, 
Persia has acted not without prece- 
dent. The fact that the oil contracts 
did not contain a cancellation clause no 
doubt inspired the necessity to annul 
them. Had the contracts contained 
such a safety valve it would have been 
possible to regulate and control a 
pressure that accumulated until it 
burst. Even so, a continued partner- 
ship between Persia and Great Brit- 
ain—since the latter controls the oil 
company—would, of course, be the 
ideal solution for both sides. It would 
create a bulwark for peace and sta- 
bility that would enable Persia to con- 
centrate upon its program of better- 
ment along the lines of modern prog- 
ress, 
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ABOR-SAVING machines, driven by 
mechanical power, have long been 
feared as the enemies of labor. It is 
obvious that men are displaced by ma- 
chines. The results are visible. It is 
not ‘so obvious that the men who are 
displaced are sooner or later re-em- 
ployed or reabsorbed somewhere in 
our industrial system. The results of 
this reabsorption are not so visible. 
In hard times, when the reabsorption 
slows down or stops altogether, the 
machine is blamed for unemployment. 
We forget to inquire why workers are 
not reabsorbed as they were when 
times were good. 

Recently this terror of the machine 
has broken out in a new form, or at 
least is expressed in a new jargon. The 
fear of overproduction or undercon- 
sumption—which means the same 
thing—has broken out periodically 
ever since the invention of the steam 
engine. A few years ago it advertised 
itself as the menace of plenty. Then 
we began to hear about technological 
unemployment. Now we are hearing a 
great deal about technocracy. There 
is a half truth in all these ideas. The 
danger is that we may mistake half 
truths for whole truths. 

Back of the machine is the power 
which drives it. The use of other power 
than that developed in the human 
body and exercised through human 
muscles is the most striking fact in 
our civilization. It is peculiar to Asia 
and Europe. It began very early 


among the people of these two conti- 
nents. Animal, wind and water power 
was used by these people before there 
were historical records. Gunpowder 
came fairly early in modern times. Ex- 
cept for the llama, used to a limited 
extent as a pack animal by the Peru- 
vians, no race outside Asia and Europe 
ever used any primary power except 
that of their own muscles, until they 
were taught by Asiatics or Europeans. 
Ours is, and has been from the begin- 
ning, a power civilization. 

The use of gunpowder effected a 
political revolution by destroying the 
authority of a professional fighting 
class who were rich enough to ride 
horses, wear armor and to live in 
castles. The horse, a source of non- 
human power, and gunpowder, another 
source, enabled Asiatics and Euro- 
peans to spread their civilization to 
the other three continents. When our 
branch of the human race learned how 
to use the cheap power stored in our 
coal beds it produced what is still 
called an industrial revolution. More 
recently we have learned to use an- 
other vast source of power, petroleum, 
and this is producing another so-called 
revolution. There is no record to show 
what kind of revolutions resulted from 
the yoking of the ox, the taming of the 
elephant or the breeding of large draft 
horses in the region of the North Sea. 
Animal power has played a large part 
in giving our branch of the human 
race its economic as well as its mili- 
tary supremacy. We may get some 
idea of the importance of animal 
power in this country by recalling 
that, down to the census of 1900, our 
animal power, in the form of work 
horses, mules and oxen, exceeded that 
of all our steam engines. On our farms 
alone they supplied a volume of power 
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equal to that of 200,000,000 men, as- 
suming that one horse was equal to 
ten men. This volume of power was 
about forty times that of our working 
farmers. In short, the use of power 
on a fairly large scale is not a new 
thing. More of it is being used than 
formerly, but no new economic prin- 
ciple has been introduced. There is no 
reason why the same economic system 
which made possible those earlier ex- 
tensions of the use of power may not 
survive and use these new sources. 

All these so-called revolutions which 
resulted from the use of new sources 
of power left the market economy in- 
tact. They merely changed mechanical 
processes, but did not destroy the 
price system. They did, however, breed 
discontent with the price system. 
There was a great deal of talk about 
a more fundamental revolution which 
would destroy the market economy, 
with its price and wage systems, par- 
ticularly the wage system, and sub- 
stitute a somewhat more mechanical 
system. 

The reason for this is not hard to 
see. Under the market economy those 
who have only muscular power to sell 
must sell it in competition with me- 
chanical power. Coal and petroleum 
are cheaper sources of power than 
human food. This makes muscular 
power so cheap as to make it difficult 
for the muscular laborer to buy food 
with the price of his labor. Those who 
can do things that machines cannot 
do escape that kind of competition and 
are benefited by the use of machines. 
They get the benefit of the cheap 
power and do not have to sell their 
labor in competition with it. Those 
who have only muscular power and 
manual dexterity to sell have reason 
to fear the machine; others do not. 

The obvious remedy is to abolish 
neither the machine nor the market 
economy but, first, to develop an edu- 
cational system which will give every 
one except the feeble-minded some- 
thing to sell besides muscular power 
and manual dexterity, and, second, to 
take care of the feeble-minded outside 
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the industrial system, that is, in insti- 
tutions. We could also stop importing 
the kind of labor which has only mus- 
cular power and manual dexterity to 
sell. In other words, we could exclude 
all immigrant labor except that which 
possesses a kind of skill which does 
not have to compete with machines. 
If we can eliminate or greatly reduce 
the number of those who have only 
muscular power and manual dexterity 
to sell we shall have none that are 
permanently injured by machine com- 
petition. It will not then be considered 
necessary to revolutionize our eco- 
nomic system for the benefit of those 
who have only muscular power and 
manual dexterity to sell. 

Obvious as these remedies seem to 
most of us, they make no appeal to a 
certain type of revolutionist. Those 
who are obsessed with the idea of the 
dictatorship of the proletariat, that 
is, of the class of workmen who have 
only muscular power and manual dex- 
terity to sell, who apparently believe 
in the divine right of the feeble-minded 
and the near feeble-minded to beget 
their own kind in unlimited numbers, 
and who insist on building an economic 
system which will relieve them of the 
penalties of unrestrained masculine 
lust, will take no interest in this type 
of reform. Closing their eyes to the 
most fundamental of all economic 
questions, those of population and of 
occupational congestion, refusing to 
consider the possibilities of population 
control and of the occupational redis- 
tribution of our workers, they will 
still insist on reorganizing our eco- 
nomic system in the interest of those 
who in their dominant characteristics 
are like rabbits and guinea pigs. 

So long as the market economy 
exists, the law of supply and demand 
will prevail. Some will be able to sell 
their products or their labor at high 
prices and others only at low prices. 
Some wiil be richer than others, even 
though the others are richer than men 
have ever been under any other eco- 
nomic system. Inequality seems to 
such revolutionists so undesirable that 
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it must be destroyed even if it means 
leveling downward to an equality with 
the most reckless breeders and the 
most imprudent consumers. In the in- 
terest of the masses of muscular labor- 
ers, they contend, we must either halt 
mechanical progress or abolish the 
market economy because the two are 
incompatible. On examination, how- 
ever, they are incompatible only from 
the standpoint of those who have only 
muscular power or manual dexterity 
to sell. 

The market economy goes with what 
is commonly understood as freedom. 
It can only be abolished by authority 
backed up by force. This authority 
backed up by force may be exercised 
either by gangsters or by government. 
Let men alone, suppress violence and 
fraud so that they can pursue their 
own interests in peaceful and honest 
ways, and they will buy and sell. They 
even insist on buying and selling what 
is forbidden by law. Democracy flour- 
ishes only where the individual is free 
to pursue his own economic interests 
by contributing to those of some one 
else who possesses the same freedom 
and is willing to reciprocate. 

It is probably more than a coinci- 
dence that the freest countries are 
those in which technological progress 
has been most rapid. Inventiveness 
and enterprise do not flourish in an 
atmosphere of obedience. They belong, 
as by a law of nature, to a system of 
individual initiative, where the method 
of trial and error can be applied by 
millions of people to thousands of new 
projects. They are blighted by the re- 
strictions of a military machine or a 
bureaucratic government. Even in the 
art of war the great epoch-making in- 
ventions have been made by civilians 
and not by military men. Gunpowder 
and other high explosives, airplanes, 
tanks, even poison gases, were contrib- 
uted by men who were free to carry 
on foolish experiments without wait- 
ing for permission from some one in 
authority. Technological progress, far 
from being incompatible with the sys- 
tem of free enterprise and individual 
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initiative, is not compatible with any- 
thing else. 

We are now being told, however, 
that whatever may have been true in 
the past, a stage has been reached in 
which technological progress is about 
to destroy the social system which 
made it possible. Profit seeking by 
private individuals, it is said, has led 
to such intense competition in the de- 
velopment of cheaper and more effi- 
cient processes of production as to 
make profits impossible except where 
competition is suspended. Competition 
is suspended by monopolistic control, 
by suppressing new inventions, by 
price-maintenance policies, by patent 
rights and trade secrets. Where these 
methods of suspending competition 
are impossible, such rapid progress is 
made in the development of power- 
driven machinery and in tapping new 
sources of power to drive that ma- 
chinery as to make profits impossible. 
Since, it is further argued, profits are 
the stimulus to enterprise, when prof- 
its cease enterprise dies and there is 
wholesale unemployment. Thus tech- 
nological progress destroys the very 
motive which brought it into being. 

It is something to admit that free 
enterprise and individual initiative 
are responsible at least for the early 
stages of technological progress. Our 
economic system has at least that 
much to its credit. It has solved, once 
and for all, the problem of scarcity. 
Is it possible that a system which has 
accomplished such a unique task has 
destroyed itself in the precess? Must 
we, in sheer desperation, now turn to 
a system which stifles enterprise and 
invention in order that our power to 
consume may catch up with our power 
to produce? Or shall we, as others sug- 
gest, adopt the twenty-five-hour week? 

The doctrine that the system of 
private property and individual enter- 
prise, sometimes called capitalism, 
carries within itself the seeds of its 
own destruction is not new. It has ap- 
peared in various forms and has been 
expressed in various jargons. It has 
recently appeared under the name of 
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technocracy, accompanied by a num- 
ber of new terms. The word ‘“technoc- 
racy” was preceded by the term “tech- 
nological unemployment,” which has 
been current since 1929. The same 
idea, however, has appeared in every 
period of depression, at least since 
1873. Men have been displaced by ma- 
chines at a pretty steady rate ever 
since the invention of the steam en- 
gine. They have been reabsorbed into 
industry; that is, re-employed, more 
or less promptly—more promptly in 
good times, less promptly in bad times, 
in very bad times not at all. During 
good times when the men who are 
displaced by machines are reabsorbed 
rather promptly we hear little about 
technological unemployment or its 
equivalent. Yet men are displaced by 
machines in good times as well as in 
bad. An instantaneous photograph or 
a statistical description of a given day 
would show considerable numbers un- 
employed, having been displaced by 
machines and not yet re-employed. In 
bad times when men are not promptly 
reabsorbed the numbers accumulate. 
Then we hear about the displacement 
of men by machines in spite of the 
fact that the rate of displacement is 
no more rapid than in good times. The 
increase in the number of the unem- 
ployed is the result of the slow rate 
of reabsorption. 

The reason why displaced men are 
reabsorbed in good times and slowly 
or not at all in bad times must be 
sought not in the unevenness in the 
rate of technological progress but in 
the instability of our credit system. If 
the trouble is wholly or even primarily 
technological, we should expect to find 
that technological improvement comes 
by fits and starts. This has never been 
shown. If the trouble is primarily in 
our credit system, we should expect to 
find great instability there—to find 
that credit expands and contracts 
violently. Such is known to be the 
case. On the face of things, therefore, 
it looks as though the trouble were in 
our system of credit. 

Again, if the trouble were primarily 
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technological we should expect to find 
that the majority of the unemployed 
are those whose work can be done by 
machines. Such is not the case. They 
include all kinds of workers, mental 
as well as manual—merchants, man- 
agers, salesmen, statisticians, account- 
ants, bookkeepers, clerks, engineers, 
teachers and multitudes of others who 
never could be replaced by machines, 
If the trouble arose from a shrinkage 
of purchasing power resulting from 
collapse of credit, we should expect it 
to affect all occupations alike and not 
merely those whose work can be done 
by machines. All occupations except 
that of gold mining are affected alike. 
It is in manufacturing that machines 
are most likely to displace labor. Yet, 
even in 1927, at the height of the 
boom, the total number of wage 
earners in all our manufactures was 
only about 8,330,000. Our unemployed 
at the present time exceeds that num- 
ber by a considerable margin. Not a 
very large percentage of these could 
have been displaced by machines. 
The only large factor in the present 
situation which can be properly called 
technological is the enormous increase 
in the use of petroleum and its prod- 
ucts as motor fuel. It has affected the 
farm situation in two ways. In the 
first place it has greatly reduced the 
demand for the horse, which has been 
called a hay motor, and for hay, corn 
and oats as motor fuel. This has cut 
off two important sources of farm in- 
come. In the second place, the use of 
the tractor has increased the produc- 
tive power of labor on the farms and 
tended to increase production. Of 
these two factors, the first is by far 
the more important, but the combina- 
tion of decreased demand and in- 
creased production has brought dis- 
aster to the farmers of the Northwest. 
This new motor fuel has also dis- 
located the coal mining industry. 
Thus two basic industries have been 
crippled by their new competitor. 
Those changes of fashion which 
have substituted other textiles for 
cotton to the injury of the cotton 
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grower can scarcely be called techno- 
logical improvements. Another factor 
which has helped to depress the cot- 
ton industry is the wholesale use of 
cheap Mexican labor in the great cot- 
ton fields of West Texas. The rest of 
the cotton belt, especially that east of 
the Mississippi River, has suffered 
from this competition of cheap peon 
labor more than from competition 
with any machine. Cheap Filipino 
labor added to cheap Mexican labor in 
the sugar-beet and truck farms of the 
Southwest has depressed the sugar 
and truck industries in the rest of the 
country besides throwing American 
labor out of work in the Southwest. 
These certainly are not technological 
improvements. 

Why do those who call themselves 
technocrats try to scare us into be- 
lieving that our present economic sys- 
tem is doomed by the machine? The 
wish is probably father to the thought. 
If the source of our present economic 
difficulties is financial rather than 
technological, if it is to be found in 
the terrific disturbance of the world’s 
credit by war debts, inflated and de- 
flated currencies, wildcat banking, in- 
stalment selling and wholesale specu- 
lation, then we may expect to grow 
out of this depression as we have 
grown out of others. If, on the other 
hand, there is something inherent in 
our economic system which leads to 
its own collapse we may not outgrow 
our difficulties; they will outgrow us 
until we are forced to make a funda- 
mental change either by a violent rev- 
olution or by voluntary action. 

It is not improbable that a consid- 
erable number in the aggregate would 
be benefited by a revolution. No eco- 
nomic system whatever can be abso- 
lutely the best one for each and every 
individual. Those who have only mus- 
cular power to sell and have to sell it 
in competition with cheap mechanical 
power must necessarily be poor in any 
market economy. Their freedom to 
Sell their own labor may mean merely 
the freedom to go hungry. A person 
in this situation might advantageously 
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trade such semblance of freedom as 
he has in return for regular rations. 
If 51 per cent of our people should 
ever find themselves in that situation, 
with no chance of improvement, we 
shall undoubtedly have a revolution 
and change from a market economy 
to a system of licensing and rationing 
or something worse. If we can keep 
the numbers of such people small 
enough, a revolution will be impos- 
sible. So long as a majority of the 
people can be comfortable under the 
market economy they will prefer it to 
any system based on authority and 
obedience. 

Technocrats, in common with Marx- 
ians, assume that what is true of 
those who have only muscular power 
to sell must be true of the great mass 
of the people. They all overlook the 
fact that the masses are better off in 
capitalistic than in non-capitalistic 
countries, better off in countries 
where machine production is far ad- 
vanced than in countries where it is 
backward. They also overlook the fact 
that a communistic revolution came 
first in a non-capitalistic country 
where machine production was very 
backward and where at the same time 
the masses of the people were exceed- 
ingly poor. They also overlook the fact 
that communism has its best oppor- 
tunity to spread, and is in fact actu- 
ally spreading, only in countries where 
capitalism and machine production 
are least in evidence and where the 
masses of the people are worse off 
than in any capitalistic country. 

As a matter of fact, technocracy is 
only a development of Marxism with 
a slightly changed terminology. In 
some respects it is an improvement 
and in others not. Marx accepted the 
labor theory of value; technocracy re- 
gards human labor as only one form 
of energy, and, in these days, a minor 
form at that. It, therefore, substitutes 
energy in general for “human labor 
in the abstract”—to use Marx’s ex- 
pression—as the true basis of value. 
Marx was hever able to stick rigidly 
to his labor theory of value, but was 
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forced to surrender it from time to 
time and swing over to the utility 
theory. He had to admit that, no mat- 
ter how much labor a thing had cost, 
if it had no utility it had no value. 
The labor that produced it simply did 
not count as labor. Technocracy does 
not permit itself to be troubled by 
such difficulties. 

Otherwise both theories are equally 
absurd. The value of a thing depends, 
not on how much energy, human or 
other, it takes to produce it, but on 
how much it is desired in relation to 
other things. Its desirability would 
determine the value of a given unit of 
energy as definitely as it determines 
the value of an ounce of gold. The 
mere fact that a given unit of energy 
is always the same would not make its 
value always the same. An ounce of 
gold always weighs the same. This is 
quite as significant as the fact that a 
given unit of energy does not change. 
When the desirability either of a given 
unit of energy or a given weight of 
gold changes in relation to other 
things, its value will change, however 
unchanging its potential energy or its 
weight may be. 

Energy, as the technocrats and the 
physicists use the term, is the power 
to move matter. Value, on the other 
hand, is the power to motivate men. 
It motivates them by appealing to 
their desires. The physicist knows 
that the energy which he studies has 
nothing to do with value except as 
men desire it. The technocrat appar- 
ently has not learned that fact. Eco- 
nomics is concerned with motivating 
men, technology with moving matter. 
An economic system is a system of 
motivation; technocrats, as_ such, 
know no more about motivating men 
than economists, as such, know about 
the technology of moving matter. 

Technocrats, like Communists, have 
a peculiar abhorrence of profits. 
Profits, like wages and salaries, are a 
form of motivation. The profit-taker 
receives a contingent income; others 
receive contractual incomes. In a free 
country men are generally motivated 
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by the prospect of getting something 
which they desire or upon which they 
place a value. The more intensely they 
desire a thing, or the higher the value 
they place upon it, the more power- 
fully it motivates them. When their 
only chance of getting that upon 
which they place a high value is to 
contribute something on which some 
one else places a high value, we have 
a powerful, all-around system of mo- 
tivation applying to everybody. Every 
one has a powerful motive for trying 
to do that which is highly valued. If 
a machine can do a given kind of work 
very cheaply no one will have a very 
strong motive for trying to do the 
same kind of work. He will try to 
avoid it and find something else to do 
which a machine cannot do. Change 
the system and offer men high wages 
for doing what machines can do just 
as well, and no one will have any rea- 
son for trying to do something else. 

It is a natural propensity for those 
who are receiving contractual incomes, 
guaranteed by somebody else, to think 
themselves very important. When 
their numbers vastly exceed those who 
receive contingent incomes, namely, 
the profit-takers, the majority may 
solemnly vote themselves to be very 
superior persons, the real producers 
of wealth, and their guarantors to be 
rather inferior persons, parasites, and 
so forth and so on. Technocracy 
has put this argument in a new 
and confusing form. As a matter of 
fact, if there is any difference, those 
who are willing to take chances on a 
contingent income, to start enter- 
prises and pay contractual incomes in 
the form of wages, salaries, interest 
and rent, receiving for themselves 
only what is left over after all con- 
tractual incomes are paid, are the real 
producers, the men who bring things 
to pass, and their incomes the most 
legitimate of all. The whole techno- 
cratic argument thus boils down to 
a demagogical trick designed to con- 
fuse the popular mind with a new 
jargon and convince people of that 
which is not true. 


















Tangier: A Test in Internationalism 


By JOHN R. TUNIS 


{In the course of extensive travels dur- 
ing which he studied various aspects of 
modern civilization in America and 
abroad, Mr. Tunis has on two occasions 
visited Tangier. His more recent stay in 
the city which he describes in the follow- 
ing article lasted two months.] 


T the extreme northwestern cor- 
A ner of Africa, at the door of the 
passage between the Atlantic and the 
Mediterranean—the most important 
maritime crossing in the world— 
stands the city of Tangier. Tangier 
the white, governed by half a dozen 
races, subject to none, is a strange 
place, even in the strange land of Mo- 
rocco, which is divided into three 
parts—the French zone in the south, 
the Spanish zone in the north, and the 
Tangier zone, or, to give it the full 
name, the internationally adminis- 
tered zone of the Sheerifian Empire, 
in the west. 

Whoever holds Tangier holds a 
knife pointed straight at the heart of 
Gibraltar looming in the dim distance 
to the northeast. Whoever holds Tan- 
gier holds the key to the Mediterra- 
nean, to Malta and Egypt, to the Suez 
Canal and India and the British pos- 
sessions in the eastern seas. Small 
wonder, therefore, that all the great 
powers have fought, bargained, traf- 
ficked and schemed to hold it, tried to 
control it by conquest or purchase or 
exchange. Not one but a dozen differ- 
ent countries have ruled in that gray- 
ish red Kasbah which looks across the 
water to the green shores of Andalu- 
sia. But in the end Great Britain 
forced the internationalization of Tan- 
gier, 

The reasons are apparent. As long 
as Britain holds Gibraltar and the 
Strait she holds Egypt and India, 
provided, however, that no strong 


power holds Tangier. For a century 
Great Britain preferred a weak gov- 
ernment in the city, but such a gov- 
ernment invariably meant brigand- 
age, outlawry and disorder, both in 
the port and in the hinterland. Such 
conditions curtailed trade and busi- 
ness, something no one, least of all 
Englishmen, wanted. What, therefore, 
would be more natural than a strong- 
ly protected city, ruled not by a sin- 
gle nation but by several powers act- 
ing in concert? 

In 1911 Sir Edward Grey first pro- 
posed to the French Foreign Minister 
that Tangier and a strip of land 
around the city should be internation- 
alized in the general interests of the 
world. Two years later an agreement 
between Great Britain, France and 
Spain prepared the way for the adop- 
tion of the famous statute of 1923, 
which provided for the internationali- 
zation of Tangier. In 1928 Italy was 
admitted to this concert of powers. 
The statute provided for a committee 
of control composed of the resident 
consuls of the great powers, who ap- 
point the members of the Legislative 
Assembly from among their own na- 
tionals. Thus, the Spanish Consul 
nominates the four Spanish members, 
the French Consul the four French 
members, the British Consul the three 
British members, while the Mendoub, 
the direct representative of the She- 
reef, who is located in Tangier to pro- 
tect Moslem interests, appoints the 
Mohammedan and Jewish members. 
The Assembly in turn elects an admin- 
istrator for a period of six years, as 
well as three assistant administra- 
tors, all of different nationalities. The 
committee of control is a legislative 
body, which can veto or dissolve the 
Assembly, though such action is rare. 


675 





676 


The police force and gendarmerie are 
under the direction of foreign offi- 
cers, while a mixed tribunal, com- 
posed of judges of various nationali- 
ties, has been set up. 

Tangier, therefore, has been inter- 
nationalized; but exactly what does 
that mean? It means simply that in 
a city of 75,000 inhabitants, with 
French, Spanish, Italians, Portuguese, 
Jews, Levantines and Mohammedans 
living and working together, the con- 
trolling authority is in the hands not 
of one but of a dozen nationalities. 
Not all nations are equally represent- 
ed, but not all are equally interested. 

The statute has now been in effect, 
which is to say that Tangier has been 
officially internationalized, for almost 
ten years. The term of the first ad- 
ministrator has finished. It is time to 
review the work accomplished, to ask 
whether in this instance the govern- 
ment established is to the best inter- 
ests of all concerned, whether the na- 
tives of Tangier support and approve 
the system, whether internationaliza- 


tion is a possibility for political or- 
ganisms in the modern world. 

Only those who remember Tangier 
twenty-five years ago can appreciate 
the changes that have occurred under 


international control. In 1907 the 
packet from Gibraltar anchored off- 
shore and the traveler was tossed and 
pitched about helplessly in a small 
rowboat until he approached the 
beach, where burly natives, with their 
trousers rolled up, waded out through 
the surf and carried him to land in 
their arms. He mounted a donkey and, 
jolted and bumped by cobblestones 
and pot-holes, rode through a small, 
dingy but picturesque city of narrow, 
foul-smelling passages. Police pro- 
tection hardly existed, and it was un- 
safe to venture forth at night. The 
town had no sanitation, no street- 
cleaning department, no abattoir, no 
first-class hotel. Now all this has 
changed. In large measure the credit 
must go to the international adminis- 
tration. 

Today your boat anchors behind a 
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long breakwater, and passengers go 
ashore in a tender, even in the rough- 
est weather. Lamps light the narrow 
but clean, well-paved streets of the 
native quarter. The water supply is 
excellent; the various civic services 
function admirably; a large and up- 
to-date abattoir has been built and 
is under competent supervision; hos- 
pitals and clinics have been construct- 
ed. Today any one can wander where- 
ever he pleases after dark with more 
security than in most American cities, 
There is a really first-class hotel; 
trains and buses connect the town 
with Tetuan and the Spanish zone, 
with Fez and the French zone. The 
newer part of the city has been beau- 
tifully laid out by the architectural 
genius who built the new parts of Ra- 
bat and Casablanca, and a wide espla- 
nade now winds along the crescent 
harbor beside the seafront where one 
looks across the Strait to Spain. 


The zone of Tangier includes only 
the city with its 75,000 inhabitants 
and about 140 square miles between 
the mountains and the coast. Unfor- 
tunately, this territory is unproduc- 
tive agriculturally, and the town itself 
is not a manufacturing centre. Fish- 
ing and the tourist trade are its only 
industries, and Tangier for this rea- 
son has nothing to export but a great 
deal to import. Even with the aid of 
the tobacco factory, which is a gov- 
ernment monopoly, balancing the 
budget of this international orphan 
is at best a difficult task; it is made 
more so by the various fixed charges 
against the finances of the adminis- 
tration. 


On the few miles of the single rail- 
way line which connects the zone with 
Fez and the cities of Morocco to the 
south, Tangier pays a_ kilometric 
charge. Moreover, as the other zones 
have ports and railway lines of their 
own—Ceuta to the east in the Spanish 
zone and Casablanca to the south in 
the French zone—Tangier is deprived 
of much traffic, while goods for the 
other zones which do come through 
the Tangier customs from Europe pay 
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no duties whatsoever to the interna- 
tional administration. In addition, the 
whole cost of harbor works has fallen 
on Tangier, though it is the other 
zones with their export trade that will 
reap the chief benefit. 

Like most international organiza- 
tions, the zone is overstaffed. It has 
gathered together an administrative 
body which, though efficient, could 
certainly manage a territory ten times 
as large. The recent budget with ex- 
penditures of $1,020,000 showed $220,- 
000 for the public debt, $420,000 for 
salaries of administrators and offi- 
cials, $60,000 for police protection and 
less than $320,000, or one-third of the 
total annual receipts, for the actual 
running of the zone. That the zone 
has too many officials is painfully 
apparent, but it is the result of inter- 
national jealousies. An excellent ex- 
ample occurred in 1928 when Italy 
became a party to the statute and de- 
manded that an Italian assistant ad- 
ministrator be appointed, although 
two assistant administrators were 


then quite sufficient to do the neces- 
sary work. One more official was 
added to an overstaffed service. Nev- 
ertheless, the polyglot administration 


works harmoniously. Why should 
French, English, Spanish and Italians 
combine well together in a single gov- 
ernment? I asked one of the Spanish 
members of the Assembly, where de- 
bates are conducted in French and 
Spanish and translated to the native 
members. He explained it this way: 
“Each individual out here in a pub- 
lic post represents his own nation in 
a small way. He feels this; he knows 
every one is watching him, and he is 
anxious to give his best. There is a 
spirit of helpful rivalry among the 
officials of the zone which has been 
of great assistance to Tangier. Nat- 
urally we are unable to pay big sal- 
aries. Our assistant administrator in 
charge of finance was an English- 
man discharged several years ago 
when the Egyptian Government cut its 
staff. Another official is a retired civil 
servant who is willing to work for 
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small pay. But these men are honest, 
competent and efficient. In one way 
it can be said that the international 
zone has been a success.” 

Tangier is overstaffed, yes, but it 
certainly does not overpay its offi- 
cials. Fortunately the cost of living 
is low in the international city. The 
administrator himself receives $2,000, 
while his three assistants get $1,600 
and the judges $1,200; all have a 
small housing allowance. It is the po- 
lice and gendarmerie that bring up 
the cost of officialdom. However, 
Tangier has been unusually fortunate 
in discovering capable and self-sacri- 
ficing servants to work for her at 
small pay. A casual observer would 
say that the inhabitants, notwith- 
standing their lack of a direct vote, 
are far better governed than the citi- 
zens of most large American cities. 
There is practically no graft in the 
administration, in the customs or the 
finance department. There is no scan- 
dal in the police or in the tobacco 
industry. By some act of financial 
legerdemain, the secret of which is 
known only to the experts, budgets 
have been balanced in the face of low 
revenues. 


One is obliged to smile when one 
hears, as every visitor does, the com- 
plaints and lamentations of the Tan- 
gerines about taxation. There is ab- 
solutely no income tax—one reason 
perhaps why the zone is so popular 
with the British. Alphonse Ménard, 
an attorney attached to the Mixed 
Tribunal, declared in his Etude Crit- 
ique du Régime Spécial de la Zone 
de Tanger that about $8 per year per 
person would cover all taxes levied 
on the inhabitants who complain so 
loudly against the administration. 
There is, to be sure, an indirect tax 
on commodities, but it is small, while 
the automobile tax is insignificant. 

Naturally in such an organization 
the administrator has a vast power 
for good or evil. The present admin- 
istrator, M. Le Fur, was unanimously 
re-elected by the Assembly to succeed 
himself at the end of his first term, 
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and it would seem that he placed his 
duty to his position above his duty 
to France. Despite the possibility of 
working for French interests, he has 
remained scrupulously fair to the in- 
terests of the zone. His re-election 
was a remarkable tribute to a re- 
markable man. It was a tribute, also, 
to international government. 

Three new international units have 
grown up in Tangier: a committee of 
tourist propaganda, an international 
chamber of commerce and an inter- 
national association of the press. On 
these committees, as in the Assembly, 
men of different races and creeds 
work together toward a common end. 
The Assembly is certainly interna- 
tional and it can hardly be said that 
the administrative and fiscal depart- 
ments of the zone do not labor har- 
moniously for the good of all con- 
cerned, 

The citizen of Tangier is subjected 
to a Constitution which is not his 
own, which he did not ask for, which 
he does not wish and which gives him 
little say in the actual running of the 
government. Yet even without a di- 
rect vote, it is hardly true that he has 
no voice in the administration of the 
zone. The average citizen of Tangier 
has as much to say as the average 
Italian or Russian in the running of 
his city, perhaps as much as the aver- 
age American. This lack of a ballot 
is cause for vocal complaint rather 
than an actual hardship. Last Spring 
the disenfranchised masses held a 
revolution in Tangier. It was a quiet, 
polite and harmless affair; no blood 
was spilled and if it forced a few of- 
ficials to postpone their biweekly 
golf contests, it did not prevent the 
weekly polo match with the Royal 
Navy team from Gibraltar being held 
as usual. The rebel side incurred ex- 
penses of $3.48 for printing revolu- 
tionary posters and a few cents for 
paste. This outburst and a well- 
planned demonstration were enough 
for the Committee of Control; they 
gave their sanction for a free port 
zone in the harbor, while the consuls 
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of all the powers lent their support 
to other demands. Yet the Tangerines 
complain because they have no voice 
in the government! 

The zone and the statute consti- 
tute an experiment in government 
with which every one seems satisfied 
except the natives. The various na- 
tions are pleased with the arrange- 
ment; the numerous bureaucrats in 
the city are delighted; only the popu- 
lation is disgusted. Talk with the 
shopkeepers of whatever nationality, 
with the workers in the stores, with 
the man next to you in the Café de 
France and you will find them at one 
in their condemnation of the present 
régime. 

Nor has the growth and prosperity 
of the zone been helped by the jeal- 
cusies and rivalries of the various 
powers; neither France nor Spain has 
been overanxious for its success. Tan- 
gier with its mild Winter climate, its 
cool breezes in Summer, its pic- 
turesque Moorish life perpetually 
swarming through sunlit streets on 
the heights above the Strait, might 
easily become a great tourist centre 
for Europe. But the French travel 
company which controls tourist traf- 
fic throughout North Africa takes 
little pains to stimulate interest in 
Tangier. For every foreigner who 
knows of this heavenly spot there are 
a thousand who have visited Algeria 
and Southern Morocco. The average 
traveler who goes to North Africa 
finds himself carefully routed away 
from Tangier. Spanish influence has 
been no more helpful. If the French 
are especially anxious to see Algeria 
and Southern Morocco prosperous, the 
Spanish are also much more inter- 
ested in their own zone than in Tan- 
gier, while the Italians prefer to boost 
Tripoli, 

Petty jealousies and sordid rival- 
ries can ruin the best of plans. As a 
tourist resort Tangier might become 
world famous, needing only a casino 
with roulette and accompanying at- 
tractions to make the city surpass the 
Riviera or Egypt in popularity. Plans 
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for such a casino were drawn up, but 
when the matter was put to a vote 
in the Committee of Control the Span- 
ish Consul killed the project. This was 
sufficient to bury it temporarily; it 
did more, it aroused the deep ill-will 
and resentment of the entire popula- 
tion. Officially the veto rested on 
moral grounds; but such an explana- 
tion was absurd to any one who has 
seen barefoot children in the streets 
of the native quarter selling tickets 
in the Spanish lottery. The probable 
truth is that the contract was let in 
advance to a French concern; the 
Spanish Consul heard of this and 
blocked the scheme which so seriously 
affected the welfare of the zone. 

In spite of the internationalization 
of Tangier, the atmosphere of the 
city is almost as French as that of 
the towns in French-controlled Mo- 
rocco. French is generally spoken. 
Four of the leading banks are French, 
as are many of the leading business 
firms. In theory the sovereignty of 
the Shereef extends over Tangier as 
over the remainder of Morocco, but 
the Sultan at Rabat is entirely sub- 
ject to the wishes of the Governor 
General, who is a Frenchman. The 
Shereef supposedly delegates his 
power to the Mendoub, his represen- 
tative at Tangier, but as the Mendoub 
has a French adviser sitting beside 
him, it is unlikely that the French 
will seriously suffer in any dispute 
that arises. It is the Mendoub who 
appoints the six Mohammedans and 
the four Jews who sit in the Assem- 
bly. For this reason it is hardly unfair 
to say that the French Governor Gen- 
eral at Rabat controls three-quarters 
of the population of Tangier and with 
the four French members has a pre- 
dominating influence in the Assembly. 
A decoration here, a timely appoint- 
ment there, and even the most recal- 
citrant enemy of France can be 
brought into line. 

The fiction that the Shereef of Mo- 
rocco actually rules in that land is 
nowhere more delightfully disposed of 
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than in the Shereefian postoffice at 
Tangier. Here one finds the same 
easygoing, indifferent French bureau- 
crat standing beside the counter; the 
same gummy black ink which sticks 
and clogs; the same pens which will 
not write; the same blotters which 
do not blot: the same dirt, disorder 
and delay as in a thousand similar 
postoffices in small towns from 
Fécamp to Fréjus and from Angou- 
léme to Annécy. 

Meanwhile, the native quarters are 
amazingly clean and sanitary for a 
Moslem city; the markets are full of 
fruit and flowers and vegetables; the 
shops both in the native and Euro- 
pean quarters are patronized; and the 
English pour in for the Winter on 
P, & O. liners from Tilbury docks. 
Next Summer the French will rush 
up from Marakech and Fez and the 
inland towns in the south. 

The International Zone of Tangier 
is @ moving, growing, changing or- 
ganism. International control is not 
perfect, but it is workable. Half a 
dozen nationalities live in peace and 
comparative prosperity under its ré- 
gime. The native, chiefly because he 
knows nothing of conditions else- 
where, believes that Tangier and the 
zone have suffered badly from the 
world crisis. Yet it is probably true 
to say that Tangier has suffered less 
than almost any part of Europe or 
North America. The currency has not 
been depressed. Tourist traffic has 
steadily grown and the Winter of 
1931-32 was the best the city has ever 
known. Indeed, it was not uncommon 
at the height of the season for vis- 
itors to cross on the afternoon boat 
from Gibraltar and find every room 
in town engaged for the night. That 
happened in painfully few cities of 
Europe during any part of 1932. With 
the cosmopolitan life of the city, with 
the golf and tennis clubs, the diplo- 
matic set and the year-round flow of 
visitors, the future of Tangier seems 
assured if the clashes of Europe do 
not unleash angry passions. 





Bankruptcy or Inflation? 


By RALPH W. PAGE 


[Our present financial situation is dis- 
cussed in the article printed below from 
what Mr. Page describes as a country 
banker’s point of view, though he has, 
he explains in a letter to the Editors, 
“‘various and very substantial connections 
reaching into the heart of the financial 
system in New York and the govern- 
mental system in Washington.’’ A son of 
the late Walter Hines Page, who served 
as American Ambassador to Great Britain, 
he graduated from Harvard College in 
1903 and from Harvard Law School in 
1906. After practicing law in New York 
he settled in North Carolina, his family’s 
native State. Since 1920 he has been in 
the banking business as vice president of 
the Page Trust Company, which operates 
a chain of banks from Raleigh as head- 
quarters. His plea for inflation repre- 
sents, of course, only one side of the 
question, which will be further discussed 
in the next issue of this magazine. ] 


Or of the most amazing phenom- 
ena of the present crisis in the 
United States is the tameness with 
which people have accepted the fi- 
nancial afflictions called the de- 
pression. It is more amazing still 
thet they are willing to undergo 
bankruptcy, the loss of their homes, 
of their livelihood, to be turned out 
into the street or to jump out of win- 
dows for the sake of maintaining a 
system that they do not understand 
and that obviously is not working. 
Worse than that, they follow blindly 
the leadership of men and the teach- 
ings of a school of thought that for 
years now have been just exactly one 
hundred per cent wrong—not wrong 
in a controversial sense or as a matter 
of opinion, but obviously, blatantly 
proven ignorant and mistaken. 

Who are these gentlemen? They are 
the financial rulers of the United 
States. However, let me say at once 
that I have no intention of blaming or 
attacking any person or class of per- 
sons. These men are good, sincere, able 


men—probably the ablest and the 
best men we have. But after all, in the 
main, they are simply the ordinary 
common garden variety of men, nine- 
tenths of them as ignorant and preju- 
diced and custom-bound as you and I. 

Who are these people who determine 
the policy of the government of the 
United States and the remedies or lack 
of them that are called forth to meet 
a national calamity? They are the cap- 
tains of industry; they are the under- 
writers, the lawyers, the bankers, the 
brokers, the railroad presidents, the 
amalgamators, the oil kings and that 
vast army of retainers of politicians, 
professors, clerks, subalterns and 
menials that grew up saturated with 
the very essence of their thought and 
philosophy during the great, and let 
us admit, successful era of their reign. 

No student of human nature, no 
scientist devoted to exact facts, ever 
supposed that these people think. They 
belong to a great school, the school of 
action. Certainly the leaders were 
magnificent men. They built endless 
railroads, and combined them, and ran 
them. Not to be tedious, let us admit 
they filled the whole country in an 
incredibly short time with a wealth 
of factories and mines and goods and 
roads and cities and tunnels and 
bridges and all manner of things un- 
der the sun—all paid for in a twin- 
kling by some untold billions of al- 
leged money to be provided in the 
“sweet bye and bye.” And now here 
we are in that “sweet bye and bye.” 

Go up and down the land asking 
whatever remnant of this galaxy of 
princes that have not gone into bank- 
ruptcy or fled abroad how these things 
are to be paid for, and you will soon 
discover that we are in a far worse 
predicament than anybody imagines, 
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for not a single one of them has the 
vaguest idea—not one of them. Ask 
any banker you like in North Carolina 
and keep right on going all the way 
up the line consulting all the great 
leaders of the money world, not for- 
getting the Treasury Department and 
that great institution leading the peo- 
ple out of the wilderness, the Federal 
Reserve Board, and you will get a 
jumble of contradictory statements 
fairly summarized as follows: 

1. “We've always gotten out before. 
Nobody knows how. But have faith 
and suffer. We are sure we'll get out 
again.” 

2. ‘We privately believe that there 
is no alternative to inflation or bank- 
ruptcy. Of the two we prefer bank- 
ruptcy.” 

3. “Shut up! If the people realized 
that we know nothing about the sub- 
ject—haven’t we been absolutely 


wrong in every solemn prophecy and 
pontifical statement we’ve ever made? 
—they would kick the gold standard 


out of the window, tell us to go 
chase ourselves, and use some wild 
radical currency scheme to bring 
the dollar down where these debts 
could be paid.’”’ Whereupon you ask, 
“Suppose they did?” “There would 
be a panic,” is the answer. But 
again you ask, “What is a panic?” and 
you are told, “A panic is a time when 
every one gets scared they’ll lose their 
money and the result is they do lose 
it.’ Then you ask, “Who are these 
people who have all the money?” and 
the answer this time is, “There aren’t 
any.” Still curious you ask, “How can 
people who have nothing get afraid 
they’ll lose it?” This evokes the dire 
prophecy, “Every one would be ruined 
if we depreciated the dollar.” 

Those are the answers. it seems fair 
for millions of unemployed wage and 
salary earners and for millions of 
land-owners driven out of their prop- 
erty to ask how much more ruin is 
possible, and also to ask how these all- 
wise prophets whose every statement 
is refuted the next day know what the 
result will be. 
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In spite of entrenched authority and 
precedents, in spite of the inherent 
fear of mankind to hear any unaccus- 
tomed ideas or try any unfamiliar 
procedure, we have learned to ques- 
tion all supposedly established facts 
and adopted the so-called scientific 
approach to the truth. The only 
method we have to discover the true 
working of any natural and human 
law is experiment. Viewed in this 
light, the attack upon our financiers 
and politicians is a perfectly common- 
place laboratory procedure. In a 
practical and realistic world—in the 
world of these very high financiers— 
if a man or several men undertake to 
run a business or a war, or a planta- 
tion, and fail, then out they go. That 
is the definition of wrong. A great 
pack of arguments to explain why 
they failed does no good. A library 
of theories that a method ought to 
work is no good. We know by this time 
that there exists a way in all things 
under human control to make the 
thing work. And if one way does 
not, we want to try another, and still 
another, until we find the one that 
does. We will not sit idly by and let 
any man manage our affairs merely 
because he says he is an “expert.” 
There are no longer any augurs, 
soothsayers, miracle men, infallible 
priests. There are no holy dogmas 
that cannot be questioned, no sacred 
rulers whose wisdom is unassailable. 
Every man not only can but should 
think out things for himself. 

In the field of finance, where there 
exists not one single tested formula 
or established program, not to men- 
tion any proved or scientifically de- 
monstrable plan for increasing prices, 
any victim has the right and duty to 
arrive at his own conclusions. But it 
is preposterous to suppose that any 
man can solve a problem if he is pre- 
cluded from knowing the facts or 
presenting the case. That is the first 
trouble with our doctors today. They 
dare not State the case, They say that 
the patient will soon get well if we 
will be optimistic and have confidence. 
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But in whom can we have confidence? 

In stating this case, to which I in- 
vite all men not experts to address 
their attention, I will avoid the im- 
penetrable mass of statistics, opinions, 
theories and the rest of the parapher- 
nalia of the professional financial 
magicians and give only what, as a 
small-town banker in North Carolina, 
I know to be true from immediate 
personal conflict and observation, 
though I should add that I have most 
of the charts and forecasts made by 
all the experts for the last ten years. 
Furthermore, I have read Salter and 
Keynes and Chase and Dennis and 
Josiah Stamp and Colonel Ayres and 
every word I can find on the situation, 
as well as the standard explanations 
of the economists. This is merely to 
note that my observations are not 
entirely clouded by bucolic ignorance 
or the prejudice of environment. 

The situation in the South is this: 
With the exception of the tobacco 
companies, a few subsidized banks, 
the power companies and a negligible 
proportion of the mill properties, most 
individuals and _ businesses, most 
municipalities and counties are abso- 
lutely and finally bankrupt. This, of 
course, calls for a definition. I mean 
only that they cannot under present 
conditions pay more than 30 per cent 
of their debts in gold. Actually, they 
are, of course, wealthy. In all things 
people need, in the aggregate, they 
are on the top of the world; neverthe- 
less, they are not on the verge of be- 
ing or going to be bankrupt—they 
already are. They are absolutely and 
hopelessly insolvent under the defini- 
tion of the bankruptcy act and by the 
present criterion of any modern credit 
man. 

If there is any house—he it home or 
speakeasy—in the South that is not 
mortgaged for four times what its 
rental or sales value will pay, the 
owner had better retire now with a ma- 
chine gun than jump into the mort- 
gage slough of despond. Land, neither 
farm land nor improved city property, 
has any mortgage or sale value what- 
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ever. A vast majority of the mort- 
gages—and their number is legion— 
are in default with not the faintest 
prospect of being paid, now or ever. 
The vast majority of people are in 
debt, and not one out of ten can see 
how he can conceivably pay the debt, 
The financial world has not even 
suggested any remedy for these con- 
ditions except to take people’s prop- 
erty away from them. This goes on 
at a terrific rate. The only active 
business in the South is conducted 
by collectors, lawyers, sheriffs and 
armies of letter writers who spend 
months on end being pained, out- 
raged, shocked and astonished that 
substantial citizens, the pillars of 
society, do not pay what does not 
exist. Nobody can pay, but every 
one has a string of abuse for the 
other fellow. Nobody can pay, but 
the Federal Farm Board has a horde 
of high-pressure cossacks all over the 
country putting people off their 
farms, suing every one that has any 
signs of outside property, seizing 
crops—helping the farmer! 


Every day since April, 1930, the 
plight of every single individual in the 
small country town gets worse. Every 
day there are more vacant stores 
than the day before. Every day there 
are more deserted houses. Every day 
another garage, haberdashery, filling 
station or shoe shop gives up the 
ghost. Every day every merchant 
sells less than the day before. In most 
of the small towns in the South no- 
body really owns a piece of property. 
The debts would take all the property 
three or four times over. Does a man 
owe $2,000 on a house that cost him 
$10,000? Then as an actual practical 
matter, he stays there at the suf- 
france of either the mortgagee, his 
own creditors or the tax collector. 
This is not “what is going to happen”; 
it is the present fact. Nor is this the 
worst. A vast majority of the 
farmers—people on farms—have lost 
all their property already; and those 
that have not, live the life of slaves— 
slaves pure and simple—at the mercy 
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of innumerable people at whose whim 
or necessity they must get out. 

I am called upon by these people 
for some answer. Can I, a part of 
this great scientific civilization, say, 
“There is none. Pay me, or get out 
and go starve.” I am helpless, for I 
can think of nothing any one can door 
imagine except to suffer and hope for 
a miracle. 

The only answer the government 
has is to take over a small portion of 
this monstrous indebtedness—an in- 
teresting attempt to pay debts by 
postponing them. But the present 
sorrows of the Land Bank-ridden 
farmers are evidence enough of what 
happens to people who try to borrow 
themselves out of debt. If experience 
is any criterion, it will not be long 
now before the Reconstruction Fi- 
nance Corporation will join in the 
head-hunting, and will be out collect- 
ing from all the. banks, railroads and 
other unfortunates that have received 
its life-saving money. 

Some debts have been taken over by 
the R. F.C. But this has not yet paid 
one mortgage or employed one man in 
my district, and it has added to the 
taxes, which are not being paid. And 
moreover, a great many are not going 
to be paid. 

What answer then can I, or the peo- 
ple themselves, or any one else give 
these sturdy victims of providence, 
if human controlled affairs can be laid 
to providence? They say—and I say 
—and I have yet to find any one to 
deny that the choice lies among three 
things only, notwithstanding all the 
theory and authority and exhorta- 
tions to the contrary. The first choice 
is the present process of bankruptcy 
in detail, that is, debts wiped out over 
a generation with resulting bitterness, 
ruin of families, loss of traditions, 
morale and standards, and attended by 
feuds, lawsuits, suicides, degradation 
and despair. This is what is going on 
now. The second is deliberate govern- 
mental action doubling the purchasing 
power of the dollar; in other words, 
effective, drastic inflation. And the 
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third is wholesale forceful repudiation 
—revolution. There is, of course, a 
fourth method entertained by people 
who have not lost their homes or 
their life’s savings, or who at least 
are not subjects of common charity 
as a result of this line of reason- 
ing. This is called the “lazy fairy” 
school of thought and believes that 
nature should take its course, that 
every one should suffer and pray and 
that finally time will heal all. So it 
will. It healed Gettysburg and the 
Great Plague—a great consolation for 
the dead and buried! 

In so far as I represent these peo- 
ple, and in so far as I am an indepen- 
dent citizen of a free republic, I sug- 
gest that of the remedies proposed, our 
representatives adopt inflation. What- 
ever its real or fancied ills may be, 
our people prefer that these ills be 
suffered to the end that they be re- 
lieved of this mountain of debt. 
sumption that the prevailing conser- 
vative idea was of necessity true and 
correct, can fail to see the danger at- 
tending fiat money or a controlled 
currency. The danger is purely and 
simply that, being a managed affair, 
the people who manage it may not 
have sufficient self-control, and so in- 
stead of cutting the value of the dollar 
in half, they may imitate the Ger- 
mans, and print so much money that 

We have heard endlessly of what 
terrible things would happen if we 
went off the gold standard. Our an- 
swer is that every one of those terrible 
things has already occurred. More- 
over, without pretending to answer 
the conflicting, obscure and innumer- 
able statements and theories about 
the matter (no two of which I have 
ever found to agree), we observe that 
the French both went off the gold 
standard and paid their debts with 
money, inflated about five times, and, 
regardless of talk, seem still to sur- 
vive—and likewise everybody else in 
the world. 

Nobody who has read history, par- 
ticularly the conventional history, 
which is always written with the as- 





684 


it is worth nothing at all. In a world 
in which we are obliged to regulate 
human society and ourselves, this is 
no answer at all. If we overdo the 
thing, we shall get hurt. Thus it has 
been with that great virtue, “healthy 
liquidation,” so proudly proclaimed 
by the great bankers. But who would 
not prefer a controlled currency to 
being sold out for taxes and hitch- 
hiking from one bankrupt town to 
another? 

Some friendly and distressed gen- 
tlemen who belong to the most 
thoughtful and constructive and dar- 
ing branch of the dying financial dy- 
nasty say that such procedure is un- 
fair to the creditors, unfair to the 
sweet old lady who has nothing but her 
bond coupons and mortgages to live 
on. I think they are mistaken. They 
say it is unfair to pay a man a fifty- 
cent dollar for a dollar debt, that it is 
dishonest, unsound. The answer is 
that as a matter of fact they have 
already lost the money. As things 
are they have lost not 50 per cent 
but nearer 80 per cent, and are in a 
fair way to lose it all. Iam a creditor 
in North Carolina, a large creditor. I 
would take 50 cents on the dollar for 
all debts owing me now, includ- 
ing a 50 per cent rise in the value 
of my possessions, with a_ perfect 
ecstasy of delight. Another answer, 
current everywhere, but expressed 
with classical finality in the Senate by 
Josiah Bailey, is that the present dol- 
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lar is itself diabolically dishonest. It 
is worth at least four of any dollar we 
borrowed in North Carolina in terms 
of any property we have. But honest 
or dishonest, like it or not, we have to 
pay with what we have or not pay 
at all. 

If debts were only what financiers 
and auditors and lawyers think they 
are—figures in books, records, chips 
in a poker game—this protest would 
be useless. All anybody has to do is to 
go through bankruptcy and start 
again with some more chips—if ob- 
tainable. But this mathematical view 
overlooks the fact that during the 
process we are in a fair way to de- 
stroy the very heart of the people. I 
could fill ten books with the terrible 
human tragedies arising out of the 
present situation—homesteads, the 
seats of proud and leading citizens, 
sacked as if by Sherman; the patri- 
arch dead of shame, the family scat- 
tered to the winds, henceforth to lead 
the lives of penniless wanderers; 
whole towns deserted, as if by the 
plague; the daily crash of venerable 
institutions, of impregnable reputa- 
tions; the rapid depletion of all those 
elements of society that build our 
standards and maintain our civiliza- 
tion, and a corresponding addition to 
the ranks of the idle, the dissipated, 
the cynical, the despairing and the 
criminal elements. There is no arbi- 
trary system, invented or imagined, 
worth the price. 





Why Mooney Remains in Jail 


By GEORGE P. WEST 


{In 1916 the author of this article in- 
vestigated the trial and conviction of 
Mooney and Billings for a liberal group 
known as the Committee on Industrial 
Relations, and as a newspaper man he 
has followed the case ever since. He is 
now associate editor of the San Fran- 
cisco News.] 


F the United States is tired of the 
Mooney case and impatient with 
California for not finding a way to 
dispose of it, California itself is more 
than tired and impatient. 

The difference is that feeling within 
the State is sharply divided and that 
what appears to be a majority senti- 
ment inclines to a belief in the guilt 
of Mooney and Billings and therefore 
to keeping them in prison. What a 
referendum would show is guesswork, 
and the pro-Mooney faction even 
claims that the refusal by Governor 
C. C. Young, who preceded James 
Rolph Jr., to pardon Mooney was a 
decisive factor in his defeat for re- 
election. But the fact remains that 
four Governors have denied a pardon, 
and so has the Supreme Court sitting 
as an advisory board in the case of 
Billings, whose application for clem- 
ency required a Supreme Court rec- 
ommendation under California law be- 
cause he had been convicted previously 
of a felony. 

Assuming, then, that the dominant 
opinion of California believes Mooney 
and Billings guilty, how is this to be 
explained in the face of disclosures of 
perjured testimony that have con- 
vinced so many people outside Cali- 
fornia that the men should be par- 
doned and that the failure to pardon 
them constitutes a shocking denial of 
justice? The factors that have pre- 
vented their being pardoned are four. 

First is the intensity of the feeling 


that swept the public when the men 
were first arrested and that gathered 
force and depth during the seven 
months required for their trial and 
conviction. In San Francisco on Pre- 
paredness Day, July 22, 1916, a fright- 
ful and wanton crime had killed nine 
innocent people and wounded forty. 
The rage of the public was precipi- 
tated almost instantly on Mooney and 
Billings, who were arrested within 
five days and whose guilt was pro- 
claimed as established beyond doubt 
in public statements by the District 
Attorney and police. These statements 
were repeated almost daily for six 
weeks and at short intervals for as 
many months, accompanied always by 
the most circumstantial and lurid de- 
tails of alleged evidence. Belief in 
their guilt became a fixation long be- 
fore the trial of Billings. The tenacity 
of a feeling so intense and so firmly 
supported by what the public ac- 
cepted as evidence presents a phe- 
nomenon that must be familiar enough 
to any amateur psychologist. 


Second is the character of Mooney 
and Billings. The latter was a young 
burglar who had wandered to San 
Francisco from Brooklyn and had 
turned labor saboteur for pay. As for 
Mooney, he had been tried for trans- 
porting dynamite to blow up the tow- 
ers of an electric transmission line 
during a strike conducted by the left 
wing of the Electrical Workers Union 
against the powerful Pacific Gas and 
Electric Company. His record had 
combined a close association with such 
utopian agitators and theorists as 
Emma Goldman and Alexander Berk- 
man, then conducting an anarchist 
magazine called The Blast in San 
Francisco, with active participation in 
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strikes as a left wing member of the 
orthodox trades union movement. He 
was unpopular even among his left 
wing associates as a bumptious, ob- 
streperous, prodigiously conceited per- 
son, with a genius for antagonizing 
people. He was particularly obnoxious 
to the politicians who controlled the 
labor movement. He had attacked 
them, justly enough but immoderate- 
ly, for exploiting labor’s power to gain 
privileges for themselves as members 
of the Tammany-like coalition of spe- 
cial interests that ruled San Francisco. 
Third is the refusal of the Supreme 
Court to consider the disclosures of 
perjury and to grant the new trial 
that in Mooney’s case was so clearly 
demanded. Here we have the crux of 
the matter, as it involves the legal 
profession and those responsible for 
the administration of justice. It is 
also the factor in the Mooney case 
that is least understood and that goes 
furthest toward explaining and ex- 
cusing the refusal of so many Cali- 
fornians to open their minds to the 
considerations in favor of pardon. Be- 
lieving Mooney guilty, loathing him 
as a murderer, California acted as 
any community would have acted when 
defense agencies came forward with 
sensational disclosures of perjury. It 
very naturally waited for a sifting of 
these disclosures by the courts. 
Mooney was convicted on Feb. 9, 
1917. Fifteen days later, on Feb. 24, 
Judge Griffin, who had presided at 
the trial, denied the. usual motion for 
a new trial and sentenced Mooney to 
death. Six weeks later, on April 10, 
one Rigall arrived in San Francisco 
from Illinois and made public letters 
written to him by Frank Oxman, the 
chief witness against Mooney, show- 
ing that Oxman had attempted to 
suborn Rigall to perjury against 
Mooney. Although Oxman was only 
one of the several exposed perjurers 
whose testimony convicted Mconey 
and Billings, he was by far the most 
influential. Judge Griffin later wrote 
to Governor Stephens: “There is not 
the slightest doubt in my mind that 
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the testimony of Oxman was the turn- 
ing point in the Mooney case and that 
he is the pivot around which all the 
other evidence in the case revolves.” 
Judge Griffin has said elsewhere that 
Mooney could not have been convicted 
without Oxman’s testimony. (For the 
details of Oxman’s attempt to suborn 
Rigall and for the later disclosures 
that Oxman himself was not in San 
Francisco at the time of the explosion, 
as for a complete exposition of all the 
other perjuries committed by wit- 
nesses for the prosecution in the Bill- 
ings and Mooney trials, those who are 
sufficiently interested are referred to 
the recently published report of the 
three lawyers employed by the Wick- 
ersham Commission to investigate the 
cases. ) 

For Judge Griffin, Oxman’s expo- 
sure as a would-be suborner of perjury 
was conclusive evidence that Mooney 
had been unfairly convicted and was 
entitled to a new trial. The case was 
then out of his hands, with an appeal 
pending in the Supreme Court. On 
April 25, fifteen days after the Oxmai 
letters were published, Judge Griffin 
wrote to the Attorney General of Cali- 
fornia calling his attention to the let- 
ters and saying: “The authorship and 
authenticity of these letters are un- 
denied and undisputed. As you will 
at once see, they bear directly upon 
the credibility of the witness and go 
to the very foundation of the truth 
of the story told by Oxman on the 
witness stand. Had they been before 
me at the time of the hearing of the 
motion for a new trial, I would unhesi- 
tatingly have granted it. Unfortu- 
nately the matter is now out of my 
hands jurisdictionally, and I am there- 
fore addressing you, as the represen- 
tative of the People on the appeal, 
to urge upon you the necessity of such 
action on your part as will result in 
returning the case to this court for 
retrial.” 

Attorney General Webb responded 
promptly and filed with the Supreme 
Court a stipulation confessing error 
in the Mooney trial and agreeing to 
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a reversal of the judgment and the 
granting of a motion for a new trial. 
But when Mooney’s application was 
heard by the Supreme Court, it held 
that, even with the Attorney Gen- 
eral’s stipulation before it, it was 
without power to grant a new trial 
upon matter not appearing in the rec- 
ord. The court specifically stated that 
Mooney’s only relief lay in executive 
clemency. Nearly six months later, on 
March 1, 1918, the Supreme Court af- 
firmed the judgment of conviction, 
having found no error in the record 
of the trial. Thus the Supreme Court 
in effect washed its hands of the 
Mooney case and left the decision to 
the Governor. On Nov. 29, 1918, Gov- 
ernor Stephens commuted Mooney’s 
sentence to life imprisonment, but 
his action was only a concession to 
President Wilson, who had thrice 
written to him expressing concern and 
urging action that would end the 
Mooney case as a source of world- 
wide agitation. 


The Supreme Court’s confession of 
impotence to consider matters outside 
the record of Mooney’s trial and to 
order a new trial, as requested by the 
trial judge and the Attorney General, 
was understood and accepted by law- 
yers. It is a failure of justice that 


shocks only the layman. New York 
and one or two other States alone 
have followed England in removing 
this crippling limitation on the power 
of appellate courts in criminal cases. 
Yet its disastrous effect in the Mooney 
case cannot be exaggerated. Today in 
California there is not one person in 
a thousand who realizes that the Su- 
preme Court has never undertaken to 
pass upon the facts bearing on the 
question of whether or not Mooney 
and Billings were fairly convicted, 
and that instead the court has ex- 
plicitly affirmed its impotence to con- 
sider facts of the utmost importance 
and has just as explicitly laid the re- 
sponsibility for doing justice and giv- 
ing redress on the doorstep of the 
Governor. It is not only the simple- 
minded who rest comfortably on the 


assumption that when once the ap- 
pellate courts have passed upon a 
case every circumstance has been ex- 
amined and a fair decision has been 
arrived at. It is a perfectly proper as- 
sumption and rests upon a confidence 
in our courts that is betrayed when 
for any reason they fail to pass upon 
circumstances that are relevant and 
even decisive in reaching a just de- 
termination. 

There is nothing personal in this 
scandal. It involves the legal profes- 
sion of California in what amounts to 
a deception of the public. Nor does 
this deception stop with the average 
man. It extends to the educated and 
the well informed. It so happens that 
not one of the four California Gov- 
ernors who have denied pardons in the 
Mooney and Billings cases has been 
a lawyer. To interfere with the ma- 
jestic workings of justice as repre- 
sented by our courts appears to any 
Governor as an act of the greatest 
temerity. To him, as to the average 
citizen, it is necessary to believe that, 
once the courts have spoken, justice 
has been done, and that exercise of 
the pardoning power shall be a grant- 
ing of mercy to the guilty, not an 
upsetting of findings of fact by the 
courts. 

This, however, does not mean that 
prejudice was lacking as a factor in 
swaying the course of events in the 
Mooney case when once it had reached 
the Supreme Court. The limitation be- 
hind which that court took refuge can 
be surmounted when a court wishes 
to surmount it. The law permits the 
court to reverse a conviction on a 
finding of error by the trial judge. 
“When we think that justice calls for 
a reversal,”’ a famous Chief Justice of 
California, now dead, once remarked, 
“we search the record for error and 
we damn well find it!” But if there 
had been no constitutional limita- 
tion forbidding it to consider mat- 
ters outside the record of the trial, 
even the most reluctant and preju- 
diced court would have found itself 
compelled to grant Mooney a new trial 











688 





on the Attorney General’s stipulation. 

Twelve years later the Billings case 

came before the justices of the Su- 

preme Court, sitting as a ‘“non-judi- 
cial fact-finding commission.” They 
made it clear that they were not act- 
ing as a court, and their adverse find- 
ing was to the effect that Billings had 
not affirmatively established his in- 
nocence. One need only recall the 
observation in the formal opinion 
written by one of the justices that if 
Mooney and Billings were not guilty 
they must have known who did com- 
mit the crime! If these same justices 
had been required to pass upon an 
application for a new trial, with the 
evidence of Oxman’s perjury before 
them, even their prejudices could 
scarcely have found any excuse for 
denying a new trial. So we see the 
legal fiction of res adjudicata barring 
the way to justice, while the people 
of the State are deceived by a mis- 
placed confidence in the adequacy of 
their judicial system and confirmed 
in their belief that two men, whose 
conviction has been affirmed by the 
Supreme Court, must be guilty. 

The fourth factor that has pre- 
vented pardons for Mooney and Bill- 
ings is the influence of powerful spe- 
cial interests. These special interests 
were, first, the officialdom of San 
Francisco active in prosecuting Moon- 
ey and Billings, and, second, the pub- 
lic utility corporations. The latter, 
with their allies, had been instrumen- 
tal in accusing Mooney and his friends 
and gathering evidence against him, 
and then in building up public senti- 
ment in support of the prosecution. 

Both the Pacific Gas and Electric 
Company and the United Railroads of 
San Francisco had good reason to re- 
gard Mooney as a dangerous enemy. 
They believed that he was involved in 
the blowing up of power transmission 
towers during various strikes in which 
he had been active from 1913 up to 
within a few days of the Preparedness 
Day bomb explosion. They had em- 
ployed detectives to watch him and 
to procure his arrest and conviction 
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for strike violence, and one of these 
detectives, Martin Swanson, went to 
District Attorney Fickert on the eve- 
ning of Preparedness Day and accused 
Mooney and his friends. Fickert 
promptly employed him, and Swanson 
was active in gathering evidence 
throughout the trials. 

It so happened that the explosion 
occurred at a time when employing 
interests generally had been aroused 
by violence during a strike on the 
waterfront. A law and order commit- 
tee had been organized by the San 
Francisco Chamber of Commerce and 
amply financed. It, too, had employed 
detectives and set up headquarters. 
When the explosion came it had al- 
ready begun a campaign to expose 
and curb violence by the unions, and 
it naturally seized upon the explosion 
and Mooney’s arrest as the culmina- 
tion of an evil against which it had 
declared war. Swanson himself had 
been shadowing Mooney and his 
friends during the days just preced- 
ing Preparedness Day. Mooney knew 
this and had gone to his lawyer to 
complain about it. The fact casts 
doubt on Swanson’s sincerity, but 
whether Swanson’s employers and the 
interests allied with them had doubts 
of Mooney’s guilt is a question on 
which no light has been shed. 

Swanson, then, and the influential 
interests behind him played a deci- 
sive part in bringing about Mooney’s 
arrest, in fixing upon him the con- 
demnation of the community and in 
procuring his conviction. Their part 
in precipitating the train of events 
that led to the convictions is not to 
be minimized, but the very fact that 
their activity became well understood 
in a community no more friendly to 
large corporations than another, with- 
out shaking the public’s conviction of 
guilt, is evidence that other factors 
were decisive in preventing redress 
once the convictions had been ob- 
tained. Otherwise the disclosure of the 
part played by Swanson and the law 
and order committee of the Chamber 
of Commerce would have worked 








for Mooney and Billings, not against 
them. 

Yet in one respect the support of 
the prosecution by these special inter- 
ests might easily have been decisive 
not only before but after the convic- 
tions. Publication of the Oxman let- 
ters in April, 1917, threw the prose- 
cution into a panic. Mr. Fickert and 
his aides met with defense attorneys 
and Fremont Older, editor of the San 
Francisco Call, and in great perturba- 
tion agreed to ask for a new trial. At 
this juncture the law and order com- 
mittee published an advertisement of 
three-quarters of a page in the news- 
papers calling upon the public to sup- 
port the prosecution. A sudden stif- 
fening occurred; Fickert repudiated 
his conversations with Mr. Older and 
again the prosecution presented a 
strong front. 

But by this time the prejudices of 
all who hated and feared radicalism 
of the Mooney type had broken down 
any division between them and the 
interests that had special reasons for 
wanting Mooney in prison. Leadership 
in opposition to pardoning him and 
Billings has been pretty equally 
shared by those on the conservative 
side in California’s various political 
battles involving the large corpora- 
tions and those who have been active 
on the anti-corporation side. And it 
would be oversimplifying the facts 
and adding to the misunderstanding 
to say that Mooney is being kept in 
prison by a corporation conspiracy. 

San Francisco’s officialdom has 
been referred to as the other special 
interest that has stood out against 
pardoning Mooney and Billings. It re- 
quires no permanent bureaucracy to 
give officialdom an organic entity and 
life of its own. As by instinct peace 
officers, judges and functionaries rise 
to resent a charge that the governing 
machine has made itself the instru- 
ment of injustice. From the wisdom 
of his long fight for Mooney’s pardon, 
Fremont Older has remarked that it 
is much easier to obtain clemency for 
a guilty man than for one unjustly 
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convicted, for to accomplish the latter 
requires an admission by those in 
authority that they have erred and 
erred grievously. 

Two outstanding exceptions are 
Franklin A. Griffin, the Superior 
Court judge who presided at Mooney’s 
trial, and Duncan Matheson, who was 
captain of detectives in the San Fran- 
cisco Police Department at the time 
of the bomb outrage and who had 
charge of gathering evidence. Both 
have denounced the Oxman and Mc- 
Donald perjuries and have urged re- 
peatedly that Mooney and Billings be 
pardoned. Judge Griffin was first ap- 
pointed to fill a vacancy by Governor 
Hiram W. Johnson in 1915 and has 
since been re-elected at six-year in- 
tervals, He had previously served as 
Governor Johnson’s executive secre- 
tary. He is not of the politician type 
and is a man of unimpeachable in- 
tegrity. As for Captain Matheson, now 
City Treasurer, he was known during 
his many years in the Police Depart- 
ment as an officer of great determi- 
nation and character who never missed 
an opportunity to attack leniency 
toward criminals. That sentiment in 
San Francisco against pardoning 
Mooney and Billings should survive 
the repeated urging of clemency by 
these men is a measure of the strength 
of the existing prejudice. 


Governor Rolph was Mayor of San 
Francisco at the time of the bomb 
outrage and throughout the trials. He 
was Mayor for nineteen years before 
his election as Governor. He had a 
proprietary pride in the city and its 
government. It would be very difficult 
for him to admit that his Police De- 
partment had stood by and even ac- 
tively assisted in the conviction of 
two innocent men by perjury. Nor 
would the record of pertinent circum- 
stances be complete without noting 
that one of his closest friends and ad- 
visers, Eustace Cullinan, has long 
been an attorney for the Pacific Gas 
and Electric Company, and that the 
law partner of his official Mooney ad- 
viser, Matt I. Sullivan, has been for 
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twenty years president of the San 
Francisco Police Commission. 

Perhaps a fifth factor should be 
added to those which are working 
against the pardoning of Mooney and 
Billings. It is the agitation itself on 
their behalf which has been directed 
from the beginning, of course, by the 
more radical labor leaders, with the 
active participation of radical agita- 
tors of every category, from the I. 
W. W. to the anarchists. Of late the 
agitation has been taken over by the 
Communists, with Mooney’s full ap- 
proval. As a result the Mooney issue 
is seen by thousands of Californians 
as one between what they would call 
Americanism and red radicalism, and 
their backs are up quite without re- 
gard for the facts of the case them- 
selves. But it is doubtful if this ele- 
ment would ever have given considera- 
tion to Mooney’s claim, Mooney being 
the man he is, regardless of who came 
to his aid. And of late there is a grow- 
ing realization among influential busi- 
ness leaders of the obvious truth that 
Mooney in San Quentin is more dan- 
gerous as an agitator than a thousand 
Mooneys would be at liberty. So long 
as he stays in prison he is unquestion- 
ably one of the greatest assets the 
Communists possess, and he himself 
knows it. 

It is indeed a question if those who 
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keep Mooney in prison are not doing 
him a favor, for he enjoys his world- 
wide prominence and is compensated 
thereby for the privations and indig- 
nities of prison life, mitigated as these 
are in his case by calls from a never- 
ending succession of celebrities. Un- 
doubtedly his ego has achieved sat- 
isfactions that a life of freedom would 
always have denied him. Yet prison 
is prison, and it is impossible to with- 
hold a tribute to his stiff-necked 
courage in never missing an oppor- 
tunity to hurl defiance and invective 
at his captors and to reassert the con- 
victions and loyalties that have out- 
lawed him. 

This completes a brief outline of the 
factors that have kept Mooney and 
Billings in prison. The successive Fed- 
eral investigations have set up a pre- 
vailing belief outside California that 
the men were unjustly convicted and 
should be pardoned, and so it has been 
assumed in this survey of the case 
that there is less interest in the evi- 
dence supporting this view than in 
the reasons why it does not prevail 
in California. To those who believe 
that the men are innocent, these rea- 
sons appear to be far from adequate, 
but they are important as a contribu- 
tion toward understanding by those 
who have been puzzled by what seems 
to them a wanton denial of justice. 











Marxism After Fifty Years 


By HAROLD LASKI 


[The fiftieth anniversary of the death 
of Karl Marx, which took place on March 
14, 1888, is being made the occasion for 
a reconsideration of the effect his teach- 
ings have had during the past half cen- 
tury. The following analysis by Profes- 
sor Laski of the University of London has 
an additional interest at the present time 
in view of the statement by critics of 
Technocracy that its theories contain 
Marxist elements even though its advo- 
cates disavow any such influences.] 


r the fifty years that have passed 
since the death of Marx there has 
been an enlargement of his influence 
upon a scale it is impossible to over- 
estimate. A doctrine which seemed to 
his own generation little more, for the 
most part, than the utopian madness 
of a revolutionary exile has become 
one of the seminal doctrines of the 
modern world. It stands forth today 
in the armed panoply of a State, and 
to millions his name awakens a sense 
of veneration and belief such as has 
been accorded in the past rather to 
the great religious figures than to the 
makers of a political philosophy. His 
words are cited in proof or disproof 
of social politics with something of 
the same credulous finality which at- 
tached to the citation of the Scrip- 
tures by the medieval schoolmen. Cer- 
tainly there is no socialism save that 
of Marx of which the statesmen need 
take account in our time. 

What is the explanation of. the 
change? Why should the doctrines of 
a half-starved exile, hardly known in 
his own day outside the society of 
revolutionists, on the one side, and 
the secret police of half Europe, on 
the other, have become so living and 
essential a philosophy? Why should 
principles the refutation of which is 
part of the ordinary stock-in-trade of 
the academic social philosopher secure 
an immortality denied to Comte and 


Saint-Simon, to Proudhon and Fourier 
and John Stuart Mill? Why, to take a 
notable example, should analysts so 
calm and clear as the late Professor 
Veblen and Mr. J. M. Keynes recog- 
nize, even while they reject the doc- 
trine, that there is no challenge so 
momentous to the structure of capital- 
ist society, that while its victory may 
be uncertain, nothing less than a pro- 
found reorganization of that society 
is urgent if it is to meet the challenge 
successfully ? How are we to explain, 
in a word, the emergence of this phi- 
losophy from being the creed of half- 
hidden revolutionary societies into a 
creed for which men are not less will- 
ing to dare prison and death than they 
have been for the great religions of 
the past epochs? 

To understand the ethos of Marx’s 
teaching we must separate it into its 
different categories. In part, it is a 
theory of value whereby he sought to 
explain how the workers are neces- 
sarily exploited under a capitalist sys- 
tem, whence accordingly there is in 
such a society an irreconcilable an- 
tagonism between the owners of the 
means of production and the masses. 
Historically, it is an attempt to ex- 
plain the development of ideas and 
institutions in economic terms. Philo- 
sophically, this view is built upon a 
purely materialist view of phenomena 
—human nature included—a view, it 
is interesting to note, which has im- 
portant connections with the school 
of Holbach and Diderot. Politically, 
the doctrines of Marx resolve them- 
selves into a defense of revolution as 
the only method by which the work- 
ers may hope to capture the State, 
and dictatorship is predicted as the 
method by which, the State having 
been captured, the workers so consoli- 
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date their authority as ultimately to 
build a classless society in which men 
at last enjoy equality and freedom. 

I do not myself believe that the 
Marxian theory of value has, despite 
all the refinements of its advocates, 
stood the test of time. It was in its 
day a fair answer to the Ricardian 
school; but with the progress of eco- 
nomic doctrine its rehabilitation is no 
longer seriously possible. But it is 
worth while to note that its theoretic 
inadequacies have neither stood, nor 
are likely to stand, in the way of its 
acceptance by most of those who feel 
bitteriy and suffer from the inade- 
quacies of our present economic ar- 
rangements. For the professional econ- 
omist the difference between profits 
and rent may be pivotal. To the poor- 
ly paid laborer it is irrelevant. What 
he sees is a world divided into those 
who have nothing to live by save the 
sale of their labor and those who live 
by ownership of capital and land. The 
first, in general, are poor and in- 
secure; the second, again in general, 
are not. On the Marxian analysis that 
the owners of capital live by the sur- 
plus their laborers produce, the riches 
of the first are due to the poverty of 
the second. Labor, in a word, is robbed, 
and its surplus production is divided 
among a relatively small class of rich, 
and not seldom idle, men. Marx’s 
theory of value appeals to him as a 
simple and direct explanation of his 
distressed condition; it summarizes 
with clarity the most poignant experi- 
ence he knows. And in a period like 
our own, of commercial crisis, when 
wages are cut down on every side, the 
impact of capitalism upon the wage 
earner seems largely inexplicable to 
the latter except in Marxian terms. 
The worker then naturally moves from 
the acceptance of what I believe to be 
the theoretically inadequate doctrine 
of value to an acceptance of the 
philosophy which Marx constructed as 
its logical environment. 

Here, as I think, the adequacy of his 
views is much more difficult to deny 
with justice. The greater the degree 
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of complexity in the productive proc- 
ess, Marx argued, the fewer will be 
the number of persons controlling its 
instruments. Everything contributes 
to this intensification. New means of 
communication are established, the 
problems of which the small capitalist 
cannot solve. Important inventions are 
beyond his financial means. Territorial 
consolidation increasingly destroys the 
local market in which he was once 
a privileged person. Overproduction 
means a growing army of reserve 
workers; the economies of large-scale 
production, alike in agriculture and 
industry, depress hitherto indepen- 
dent producers into the ranks of the 
wage earners. The capitalist system 
moves from a national to an interna- 
tional character; its market becomes 
the world. Its nature then involves 
such increasing centralization that the 
control of the forces of production by 
private persons is incompatible with 
social welfare, for alongside the de- 
velopment of accumulation is the in- 
crease of the proletariat. They become 
unable to endure the misery involved 
in the capitalist régime. They have 
learned a discipline from the training 
necessary to the mechanism of the 
process of which they are the victims. 
“The knell of capitalist private prop- 
erty then sounds. The expropriators 
are expropriated.” To the great capi- 
talist there succeeds the State, which 
is captured by the workers for their 
own purposes. The result of capital- 
ism is, in short, its own destruction. 
The condition of its growth is that 
it should involve the laws which imply 
its inevitable ruin. 

There is thus for Marx a necessary 
struggle between capital and labor 
inherent in the structure of a capital- 
ist society. This view he derived from 
his philosophy of history. All its phe- 
nomena, he argued, are the outcome 
of changes in the character of the 
system of production. Each technique 
produces the ideas and institutions it 
requires for its maximum develop- 
ment. Law, religion, art, letters, 
science, each of these is shaped in its 
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content by the dominant economic 
characteristics of the age. Marx, in- 
deed, was not the first to urge this 
view, but he was the first to make it 
the foundation of all serious social 
analysis. Where he differed from 
many of those who accepted it was 
in the conclusions he drew from its 
meaning. “The only durable source of 
faction,” wrote Madison, “is prop- 
erty,” and for Marx the emergence of 
private property into history is the 
beginning of that class struggle which 
is the central explanation of the State. 

Immediately society can be divided, 
Marx argued, into those who do and 
those who do not possess property in 
the means of production, a power is 
released which explains the changes 
of history, for the class which pos- 
sesses property, at some given epoch, 
in its dominant form molds the civili- 
zation of that society in the service 
of its own interests. It controls the 
government; it makes the laws; it 
builds the institutions of the Common- 
wealth in the service of its own de- 
sires. Slave and freeman, master and 
servant, these have been the eternal 
antitheses of history. With the advent 
of capitalism, the struggle is at once 
simplified and made more intense. 
Thenceforward, the final stage of the 
class war, the struggle between bour- 
geoisie and proletariat, emerges. And 
just as each social order of the past 
has secreted within its womb the germ 
of its successor, as feudalism produced 
capitalism, so does the latter contain 
within itself the germ of its commu- 
nist successor. “Capitalism,” wrote 
Marx, “produces its own grave dig- 
ger.” The conflict, in his view, was 
an inevitable and bitter one, and it 
was bound in the fullness of time to 
result in the victory of the proletariat 
because capitalism could not solve its 
own contradictions. The bourgeoisie 
would fight, because no men surrender 
their privileges if they hope for a 
chance to retain them. 

Revolution is therefore, according 
to Marx, the outcome of capitalism; 
the State must be overthrown by the 
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workers because, in its present form, 
it is simply the executive committee 
of the capitalist class. A dictatorship 
of iron rigor will consolidate the new 
system until the period of transition 
has been effectively bridged; to trust 
to the institutions of bourgeois democ- 
racy would be to utilize the methods 
devised for its own protection by one 
régime for the service of another— 
which is historically impossible. Marx 
did not blind himself to what all this 
implied. The history of capitalism is 
the history of a relentless defense of 
each phase of the rights of property; 
they are always defended without re- 
gard to justice. There may be periods 
of concession, as in an epoch of ex- 
panding trade, but once any vital point 
is affected by the workers’ demands, 
they are met, as in the French Revo- 
lution, by armed resistance. That 
means, of course, that communism can 
be realized only by deliberate armed 
intervention. The proletariat must 
seize the propitious moment to over- 
throw its masters; until that time 
comes they must do all in their power 
to disturb the existing régime. 


And even if minor successes are 
achieved with the aid of the liberal- 
minded bourgeoisie “from the first 
hour of victory the workers must level 
their distrust against their former 
allies.” They must create a working- 
class organization of their own, work- 
ers’ committees, workers’ councils, 2 
strong Communist party, to oppose 
proletarian institutions and their in- 
fluence to those of the middle-class 
liberal State. They must arm the pro- 
letariat and do all they can to cut 
down the army of the State as the 
chief weapon the bourgeoisie possesses. 
Where the workers are in the militia 
they must form a secret organization 
within it to secure its control. Influ- 
ential democrats must be discredited; 
strikes must inflame the proletarian 
consciousness. The old social order 
must, in a word, be attacked at every 
point. Communists have two functions 
only—to prepare for the revolution 
and to consolidate it when it has been 
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prepared. They must think of them- 
selves not as realizing an ideal but 
only as setting free the elements of 
the new society concealed within the 
womb of the old. 

The period of consolidation, further, 
is a period of iron dictatorship. Marx 
had no illusions about the possibility 
of democracy in such an hour. The 
ideals of freedom have no meaning in 
a crisis. Revolution provokes counter- 
revolution, and the victorious prole- 
tariat must safeguard itself against 
reaction. Revolution, in fact, demands 
of the revolutionary class that it 
secure its purpose by every means at 
its disposal. It has neither time nor 
opportunity for compassion or re- 
morse; its business is simply to ter- 
rorize its opponents into acquiescence. 
It must disarm its opponents by exe- 
cution, imprisonment, forced labor, 
control of the press. Revolution is war, 
and war is built on terror. The terror- 
ism of capitalism must be used for 
the extinction of capitalism, for as 
capitalism has made of life itself the 


cheapest of commodities, there need 
be no repining at a sacrifice; the end 
is too great to be nice about the means 
employed. Nor would it be other than 
folly to introduce factors like democ- 
racy, consent, majority rule. These 


are utterly unreal in a capitalist 


society; they are merely the weapons . 


used by the governing class to per- 
petuate its power. Communists must 
proceed upon the assumption that 
nothing matters save the enforcement 
of their will. 

Marx wrote little upon the future 
Communist society; it was with the 
destruction of capitalism and the 
transition therefrom that he was 
mainly concerned. A new productive 
system was bound to involve new in- 
stitutions which no man could fore- 
see. That the Communist maxim, 
“From each according to his powers, 
to each according to his needs,’”’ would 
become operative was obvious; that 
effort would be measured in terms of 
labor time (a possibly inconsistent 
hypothesis) Marx took for granted. 
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But he insisted that the future must 
take care of itself. He admitted that 
in the period of transition distribu- 
tion would be unequal. We can, he 
knew, destroy by catastrophe, but 
creation is neither immediate nor 
spontaneous. He did not, therefore, 
set limits to the period of transition. 
It was necessary to wait until the 
habits formed by the new productive 
system created a psychology in which 
the Communist dogma of equality 
superseded the bourgeois dogma of in- 
dividual rights. The main thing was 
to destroy a régime in which the pri- 
vate ownership of the means of pro- 
duction made possible the slavery of 
the many. It was possible to have con- 
fidence in an order where the whole 
force of social power was deliberately 
organized and planned so as to serve 
the common welfare. 

This summary, bare as it is, indi- 
cates the direct relationship between 
the Marxian philosophy and the Bol- 
shevik experiment. The Russian revo- 
lution, in the hands of its supreme 
architects, Lenin and Trotsky, has 
been the detailed fulfillment, con- 
sciously planned and executed, of 
Marx’s doctrine and Marx’s strategy. 
No one can study its evolution objec- 
tively without recognizing how largely 
it was inevitable; and to have seized 
the inwardness of a social order with 
a penetration so magistral entitles 
Marx to rank as one of the great 
prophets of social philosophy. 

But his title to eminence does not 
rest upon the Russian fulfillment 
alone. The crisis through which capi- 
talist democracy is passing at the 
present time accords with the forecast 
he made. The power to produce with- 
out a parallel ability to distribute, the 
growth of unemployment, the increas- 
ing severity of economic crises, the 
conflicts of economic nationalism with 
their resolution by wars which issue 
into civil violence, the inability of par- 
liamentary democracy to satisfy the 
demands of the masses, their conse- 
quent sense of its impotence to meet 
their problems, all these he marvel- 
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ously foresaw. His insight enabled him 
to realize that the test of capitalist 
society was its ability to be continu- 
ously expanding, that once it became 
involved in its own contradictions it 
would go the way of all previous sys- 
tems which failed to battle with, to 
adapt themselves to, their special en- 
vironment. Unless in the years which 
lie immediately ahead there is a capi- 
talist recovery as profound as its pres- 
ent distress, the erosion of its founda- 
tions is certain. And, in that event, 
the prophecies of Marx are not less 
likely to be fulfilled within the next 
half century in Europe and America 
than they have been in Russia. 

There is, of course, a utopian ele- 
ment in Marx to which his followers 
do not always draw sufficient atten- 
tion. There is a great oversimplifica- 
tion of the historical process; the 
struggle for justice is not ended by 
the creation of the classless society. 
Nor will the observer be tempted to 
admit, if he can maintain some meas- 
ure of objectivity, that the victory of 
the proletariat is any more certain 
than the victory of men like Napoleon 
or Mussolini; the conditions of prole- 
tarian victory are, as the Russian ex- 
periment itself makes clear, of a very 
special character. It is far less easy 
where there is a middle class, trained 
in the profound psychology of bour- 
geois parliamentarism, than where, as 
in Russia, no such class exists, and 
it is always dubious except where, as 
in the aftermath of unsuccessful war, 
the armed forces of the State are de- 
moralized. There is, too, in Marx an 
element of anarchism for which one 
must search for the origins in those 
eighteenth-century doctrines he inher- 
ited. He is so largely right in his 
analysis of the pre-Communist State 
that his adherents tend to miss the 
purely utopian character of his post- 
revolutionary speculations. 

Like most magistral figures, more- 
over, his partisans tend to make him 
too unique and solitary a figure in his 
time; his debts to his predecessors are 
large and too rarely acknowledged. 
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He owed much in the realm of strategy 
to Babeuf and the Equals; there is 
nothing in his labor theory of value 
which is not stated by the early Eng- 
lish Socialists; the Communist Mani- 
festo, brilliant though it is, owes much 
to Considérant, while Saint-Simon had 
seen with hardly less insight the 
doctrine of the class war and its 
roots in the economic conditions of 
the time. 

What is epoch-making in Marx is the 
sweep of his synthesis, the ability to 
put a great mass of disparate mate- 
rials upon a single plane. It is true to 
say of him that he found socialism a 
conspiracy and left it a movement. 
With the eye of genius he perceived 
that individualist liberalism was a 
temporary phase, that the essential 
struggle of the future lay between 
conservatism in the larger sense and 
socialism. He provided the latter with 
a program and a philosophy more 
rooted in the objective facts that it 
encounters than any alternative of 
which we have knowledge. 

That is not all. In Marx’s hands so- 
cialism became more than a philoso- 
phy; it became also a religion. We 
shall not understand the character of 
his influence unless we realize that 
its hold over its devotees is only com- 
parable to that of the great historic 
faiths of the past. Each has its creed, 
its dogmas, its priests, its martyrs, 
and it is not blasphemy but a sober 
statement of fact to say that a belief 
in the inevitability of the proletarian 
revolution is as vital to the devout 
Communist as was a belief in the 
Second Coming to a Christian of the 
first century. The Marxian philosophy 
has been able to obtain from its ad- 
herents a devotion as compelling as 
Roman Catholicism from the Soci- 
ety of Jesus. Lenin and Ignatius Loy- 
ola had not a little of the same fanatic 
and architectonic genius. And about 
the righteousness of the Marxian 
tenets there clings an unmistakable 
air of ‘infallibility. The power and 
strength of this dogmatic confidence 
in a period when a faith in capitalism 
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is at a discount, even among its own 
supporters, do not need any em- 
phasis. 

It may be said that the success of 
the Marxian scheme can be effected 
only at a cost which would destroy 
over a long period the essential values 
of civilization. To this there are at 
least two sufficient answers. To prove 
that it is a gospel of despair does not 
make it any the less objectively ac- 
curate as a generalization, and it is of 
course notable, on the other side, that 
Soviet Russia, which has paid a heavy 
price for the establishment of its au- 
thority, is the one country in the world 
today in the life of which a mood of 
exhilaration can be detected. The 
second, and more important, is the 
need of capitalism to respond to the 
challenge of communism by proving 
the rapidity and permanence of its 
recuperative power. “Reform if you 
would preserve,” said Macaulay in 
1832, “is the watchword of great 
events.” No capitalist society can sur- 


vive that is not able so deliberately to 
plan the civilization it supports as to 
be immensely and continuously suc- 
cessful. Otherwise, its stark contrasts 
afford to its competitor exactly the 
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kind of material upon which in the 
long run challenge may be success- 
fully based, for those contrasts are in- 
explicable in terms of reason, and a 
society incapable of achieving rational 
foundations must sooner or later be- 
come the oppressive antithesis of jus- 
tice. 

Whatever the defects of Marx, a 
passion for justice was the predomi- 
nant motive of his life. He may have 
hated too strongly; he was morbidly 
jealous; he was excessively proud. But 
he understood that revolutions are not 
an accident in history. He saw that 
their immediate occasion is always 
the fact that their rulers have become 
intolerable to the mass of men. He 
gave to the working class a formula 
by which in appropriate circumstances 
they might find the secret of their 
emancipation. He added to the philoso- 
phy of social evolution a contribution 
which only genius of the first order 
could have made. Our understanding 
of history, our grasp of social causa- 
tion, is abundantly more profound in 
the light of his work. There is no 
political thinker of the nineteenth cen- 
tury whose ideas continue to exert a 
greater influence today. 





The Printed Word Sis Soviet Russia 


By SIDNEY WEBB 


[The following article on one of the less 
well-known activities of the Soviet State 
is the fifth in a series which Sidney Webb 
has written for CuRRENT History. The 
sixth and last, which will appear in the 
April issue of this magazine, will discuss 
the social position of Russian women and 
children. ] 


a Federal Government at Wash- 
ington ranks as a Leviathan in 
the publishing business of the United 
States, and the British Stationery 
Office publishes more than any other 
government department in Western 
Europe. But these hardly compete 
with the profitable book and news- 
paper publishing enterprises of New 
York and Boston and London’s Pater- 
noster Row and Fleet Street, respec- 
tively. Only in the Union of Soviet 
Socialist Republics has the govern- 
ment, as part of its deliberate re- 
planning of the social environment, 
undertaken the whole of the supply 
of books and pamphlets, newspapers 
and magazines for all its people. 

This gigantic enterprise is not con- 
centrated in a single monopoly. There 
are, as will be explained, many scores 
of publishing centres in the U.S.S. R., 
but not one is carried on for private 
profit, and all are closely connected 
with Ogis (formerly Gosisdat) the 
great State publishing house in Mos- 
cow. This one publishing office, 
founded in 1919, was selling, during 
1932, over 600,000,000 copies of nearly 
40,000 newly published books and 
pamphlets, comprising nearly 3,000,- 
000,000 sheets of print (each sheet 
being sixteen pages or 40,000 letters— 
say 8,000 English words). This is a 
greater number of separate titles than 
are published annually in Germany 
and Great Britain put together, and 
nearly always in vastly greater edi- 
tions than are issued in any country. 


But these statistics relate only to 
“Russia proper,” the Russian Socialist 
Federal Soviet Republic. The Ukrai- 
nian Republic has its own State pub- 
lishing house (DWO), which issues, 
in the Ukrainian language, more than 
5,000 new titles a year. Each of the 
other federated republics has likewise 
its own publishing centre, on a smaller 
scale. The trade unions and the con- 
sumers’ cooperative societies, the Red 
Army and many of the larger factories 
as well as various smaller bodies pub- 
lish masses of their own literature at 
many different centres. The Minister 
for Education has (since 1931) a sepa- 
rate publishing organization for scien- 
tific and technical books, acting under 
his own authority. There are also va- 
rious government commissions issuing 
series of histories of the civil war, his- 
tories of particular factories, and what 
not. There is a quasi-official Lenin- 
grad Writers’ Federation, which issues 
its own books. So does the Communist 
party (since 1931). The great daily 
newspapers are mostly published by 
separate organizations. 

Thus there is no dearth of publish- 
ers in Soviet Russia, though all of 
them are governmental in character 
and none work for private profit. 
Among them they now publish annual- 
ly in the U.S. S. R. about 50,000 new 
books and pamphlets in about 900,000- 
000 copies—to say nothing of nearly 
6,000 separate newspapers, magazines 
and reviews, with an aggregate cir- 
culation, daily, weekly or monthly, 
that approaches 40,000,000 copies. 
This seems at least to equal the total 
output of books and pamphlets of all 
the publishers for the much larger 
population of Germany, Great Britain 
and the United States put together. 
Yet only twenty years ago about half 
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the adult population of Russia was 
actually illiterate! 

The amazing magnitude of the So- 
viet publishing business has been 
reached only after twelve years of 
persistent effort. In 1914 what was 
then the record aggregate of 130,000,- 
000 copies of books and pamphlets 
was issued by all the publishing 
agencies in Czarist Russia. For a 
whole decade after the revolution the 
increase was gradual and slow, the 
total issues in the U. S. S. R. not 
reaching double the 1914 total until 
1928. During the last four years 
(1929-32) the total for 1928 has been 
trebled. In the current year (1933) it 
is estimated that nearly eight times 
as many copies of books and pam- 
phlets will be distributed as in the 
year before the revolution, being half 
a dozen for each man, woman and 
child between the Baltic and the Pa- 
cific. Of periodical publications, such 
as newspapers, magazines and re- 
views, the total average circulation 
throughout the year 1928 had, in fif- 
teen years, merely trebled. By 1933 
it has again trebled, being now more 
than nine times the total for 1913 
and amounting approximately to one 
of each issue for every household in 
the whole of the U. 8. 8S. R. 

And the business is a profitable one 
to the government treasury. The gross 
cash receipts of the Moscow Publish- 
ing House (Ogis) alone have doubled 
since 1924, and in 1932 exceeded 250,- 
000,000 rubles (at par, $125,000,000). 
This included the incidental trade of 
its own retail shops in stationery, &c., 
and also the sales of the books of 
other publishing agencies. The pro- 
ceeds of the books and pamphlets of 
Ogis itself were 120,000,000 rubles. 
The net profit obtained from this one 
establishment by the State treasury 
exceeds 30,000,000 rubles annually 
(at par, $15,000,000). 

The magnitude, alike of the pub- 
lishing business and of the pecuniary 
profit that it makes for the Soviet 
Government, is, however, of less in- 
terest than the wide range of its 
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operations, the great variety of its 
publications, the character of its deal- 
ings with authors, the certainty and 
continuity of the popular demand that 
it meets, its economical methods of 
distribution and, last but not least, 
the censorship to which it is sub- 
jected. 

It was Lenin’s program when the 
State Publishing House was estab- 
lished in Moscow to bring to every 
family in the land in their several 
mother tongues, by means of cheap 
editions running into many thousands 
of copies, every kind of book deemed 
necessary for their culture. It was 
not merely the means of livelihood 
that the Bolshevik revolution intended 
to bring to the masses, but also the 
means of intellectual life. Put suc- 
cinctly, what the Soviet Government 
aims at accomplishing is the substi- 
tution of a plan for a haphazard en- 
vironment for every citizen. Books 
and pamphlets, newspapers and maga- 
zines, in the view that Lenin pressed 
on his colleagues, constitute far too 
important a part of the social envi- 
ronment to be left to chance, or to the 
perversions of capitalists aiming pri- 
marily at their own pecuniary profit. 
Hence the Soviet Government, and not 
any commercial publisher, has neces- 
sarily to plan and decide what shall 
be printed and published and at what 
price. 

Putting aside the periodical press, 
let us survey the range and variety of 
this mass of printed matter which, in 
books and pamphlets, is year by year 
hurled at the heads of the 160,000,000 
of population between the Baltic and 
the Pacific. In size and format it 
comprises every grade from a two- 
page leaflet of a speech by “Comrade 
Stalin,” sold for one cent (the edition 
being 2,000,000), up to a translation 
of all the works of Charles Darwin in 
eight large volumes, published in 1931, 
for the centenary of his birth. Of the 
later the edition of 10,000 copies was 
exhausted by May, 1932, and is being 
replaced by an “anniversary edition,” 
also of 10,000, but in ten volumes, 
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which will soon be out of print. A 
large proportion of the immense out- 
put is made up of cheap, plain pam- 
phlets of no particular elegance. But 
there are also big and expensive folio 
volumes made up of excellent repro- 
ductions in color of the best pictures 
in the public galleries of the Soviet 
State. Many of the productions are, 
in fact, first rate alike in artistic qual- 
ity and in technical excellence of 
workmanship. There are books and 
pamphlets in more than fifty different 
languages, including not only those of 
all the racial minorities occupying 
constituent territories of the U. S. 
S. R., but also a couple of dozen lan- 
guages of minorities without separate 
territories, such as those of the wide- 
spread gypsies and the Syrian He- 
brews, and those of more than a 
dozen of the nomadic tribes along the 
Arctic Ocean from Lapland to Bering 
Strait. Besides. works by native au- 


thors, in all these languages, there are 
a large number of translations, prin- 
cipally into Russian and Ukrainian, 


from the German, English, French, 
Italian, Spanish, Swedish and Czech, 
largely of scientific and technological 
works, but including also fiction and 
the drama, history and poetry. The 
output of music scores, old and new, 
by composers of all countries is con- 
siderable. 

It is difficult to ascertain exactly 
what is the magnitude and proportion 
of what may be called belles-lettres, 
but it is said to form as large a per- 
centage of the works published as it 
did in Czarist Russia, and therefore 
to be, in actual magnitude, eight times 
as great. Russian novelists, old as 
well as new, are certainly well repre- 
sented in the lists. Many of the best 
plays and novels of England and 
America, Germany and France are 
translated and issued in large editions. 
During the present year, it is an- 
nounced, there will be issued transla- 
tions of all the works of Flaubert and 
Balzac. It is plainly incorrect to say 
that it is “all propaganda.” 

Perhaps what most surprises the 


699 


visitor is the magnitude of the edi- 
tions of all these books. At first sight 
one is struck by the large number of 
short pamphlets, which might be ex- 
pected to be thrown about by the ten 
thousand. But the 600,000,000 copies 
sold by the Moscow State Publishing 
House in 1931 contained, in the aggre- 
gate, 2,800,000,000 sheets. The av- 
erage for all the 40,000 titles was 
about seventy pages, thus indicating 
a considerable output of volumes of 
substantial length. Indeed, the col- 
lected works of Marx and Lenin, 
Goethe and Darwin are issued in sets 
of ten or twenty thick volumes. The 
actual average first edition of all the 
publications of 1929, from pamphlets 
to big and expensive sets of “works,” 
was 10,700 copies. In 1931 the corre- 
sponding average was 25,000. A rough 
division is made between “mass litera- 
ture” (meaning pamphlets, outlines 
and primers, but not children’s books) 
and works of more substantial magni- 
tude. Of “mass literature’ in 1929 
the average first edition was 16,500; 
in 1931 it was 54,000 copies. Of more 
substantial books, the average first 
edition was 4,200 in 1929 and 11,600 
in 1931. Of children’s books, an edi- 
tion of 200,000 is not uncommon. Any 
work by Karl Marx or Lenin, how- 
ever ancient, topical or ephemeral, 
is normally printed in an edition of 
100,000. 

American as well as British eco- 
nomists (and their publishers) may be 
interested to learn that a thick text- 
book of political economy by a Rus- 
sian professor whose name is unknown 
in capitalist countries was in 1932 ad- 
judged worth 100,000 copies in its 
first printing. Of an abstruse scien- 
tific treatise of very advanced charac- 
ter 5,000 copies were struck off to be- 
gin with. When Pavlov, the eminent 
physiologist, produced his recent work 
recording the details of his latest ex- 
periments on conditioned and uncon- 
ditioned reflexes, the Moscow State 
Publishing House printed 20,000 copies 
for sale at what was thought a high 
price, namely 7 rubles ($3.50). The 
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whole edition was promptly sold out. 

What will seem even more remark- 
able to publishers in every country, 
not excluding even those of Germany, 
is the experience in 1932 with the first 
volume of Hegel’s Encyclopedia of 
Knowledge, containing the “Logic,” 
which is, even to the learned, a most 
intractable work. A translation into 
Russian was printed in 5,000 copies, 
which were all sold within five days. 
A second impression of 10,000 was 
immediately struck off, and this all 
disappeared within a month. A third 
impression of 15,000 copies was then 
issued; and three months later, when 
inquiry was made, it was reported to 
be still selling steadily, and likely to 
be out of print within the year. 

It seems, therefore, that even these 
immense editions do not satisfy the 
demand. When remonstrated with for 
not printing enough, the Moscow State 
Publishing House explains that it can 
never get enough paper. In spite of a 
great and continuous increase in the 
output of the Russian paper mills, 
there is never enough for the publish- 
ers. Appeals for more have, so far, 
had to be refused by the authorities 
controlling the Five-Year Plan, on the 
ground that no greater addition of 
labor force can be spared for paper- 
making, while all the valuta produced 
by the Soviet exports is imperatively 
needed to pay for imports that are 
more pressingly required than addi- 
tional paper. 

The distribution over so vast an 
area of this immense mass of books 
and pamphlets is a great and grow- 
ing task. The Moscow State Publish- 
ing House, which is responsible for at 
least three-quarters of the whole is- 
sue of books and pamphlets in the 
U. S. S. R., has now more than 7,000 
distributing points under its own di- 
rect administration. It has over sev- 
enty branches, more than 200 retail 
shops and 400 kiosks in the cities, 
with over 100 village book stores and 
no fewer than 6,000 village kiosks, 
scattered all over the R. S. F. S. R. 
These retail shops and kiosks are 
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kept by men or women receiving a 
small fixed salary together with a 
bonus varying according to their total 
sales. Many of the smaller ones af- 
ford convenient places of asylum for 
partially disabled workmen or sol- 
diers or for their widows. In addition 
to these 7,000 directly administered 
retail selling points, the Moscow State 
Publishing House supplies the book- 
stalls which the railway administra- 
tion maintains at the larger stations, 
and also such of the 45,000 separate 
consumers’ cooperative societies as 
deal in books. It utilizes also the dis- 
tributing organizations of the other 
publishing agencies, such as those of 
Ukrainia and of the smaller constitu- 
ent republics; those of the Ministry of 
Education for school books as well as 
for scientific and technical works, 
and also, to some extent, the local 
branches of the Communist party. 

It is to be noted that no use is made 
in book distribution of the services of 
drummers or travelers, nor yet of peri- 
patetic salesmen or peddlers. There is 
practically no advertisement for new 
books in the extensive newspaper 
press; nor is there any but the slight- 
est “advertisement by reviewing” in 
any of the thousands of periodicals. 
Nor is there any systematic employ- 
ment of the postoffice. It is curious 
that, while every postoffice in the 
U. S. S. R. (as in Germany) will re- 
ceive orders for periodicals, no ar- 
rangement is made for receiving or- 
ders for books or pamphlets, even if 
the price is paid with the order. In 
Germany and in other capitalist coun- 
tries any such extension to books of 
the service found so useful for pe- 
riodicals would be resisted by the pow- 
erful bookselling trade. In the U. S. 
S. R., where such an extension would 
be of great social value, there would 
be no similar opposition to meet. 
Probably the obstacle has hitherto 
lain in the low grade of efficiency of 
the Soviet postal service, in which an 
inadequate and insufficiently trained 
staff strives in vain to cope promptly 
with an ever-increasing postal traffic. 
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Meanwhile the Moscow State Pub- 
lishing House relies principally on its 
own regularly published library lists, 
which are sent out gratuitously in two 
forms. One, containing some 600 titles 
of the week’s publications, with size 
and price, is posted every six days 
to some 2,000 addresses, largely in 
and about Moscow itself, of the prin- 
cipal book-buying libraries and clubs. 
The other, entitled The Soviet Book 
Trade, is a combination of catalogue 
and review, affording descriptions of 
the contents of all the new publica- 
tions, which is published in 15,000 
copies about every ten days, and is 
sent to every known persistent book- 
buyer in the R. S. F. S. R. In the 
other republics much the same organi- 
zation seems to prevail. Taken all in 
all, the book and pamphlet distribut- 
ing system in the U. S. S. R., through 
serving a far greater area, is evidently 
much less expensive than those of the 
United States and Great Britain, and 
less expensive in proportion to output 
even than that of Germany. 

The system of book distribution in 
the U. S. S. R. cannot be understood 
until it is realized that, to a greater 
extent than in any other country, it 
is one of mass supply. Textbooks for 
use in the elementary schools, where 
nearly 22,000,000 boys and girls are 
actually in attendance, are naturally 
absorbed in great masses, and have 
to be printed in colossal editions. But 
there is also a great variety of other 
small books and pamphlets published 
at low prices for popular reading, such 
as speeches, outlines and primers, 
classified as “mass literature,’ and 
supplied in large parcels to all sorts 
of distributing agencies. It is easy 
to understand that this part of the 
output requires no expensive publicity. 

What is more remarkable is the 
rapidity with which relatively expen- 
sive books of scholarship and ad- 
vanced treatises on serious subjects 
are disposed of with the very mini- 
mum of advertisement. Here the ex- 
planation is to be found in the great 
development of what is termed “the 
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organized readers.” There are literal- 
ly many tens of thousands of perma- 
nent libraries in the U. S. S. R. of 
public character, each of them provid- 
ed with funds for purchases of new 
books. Not only every educational in- 
stitution from the highest to the low- 
est, but also nearly every club or 
trade-union branch, every cooperative 
society or branch of the Communist 
party, many even of the 70,000 cells 
of the Leninist League of Youth 
(Comsomols) and every one of the va- 
rious other organizations strives to 
have its own collection of books, 
which it is always endeavoring to 
keep up to date. No sooner is a new 
book announced in the current issue 
of the catalogue than orders pour in 
from these libraries. This explains 
the extraordinary speed at which 
even large editions go out of print. 
University professors at Kiev or 
Kharkov complain that when a book 
on their own subject is announced 


they must order it instantly. If they 
delay, even for a few days, they run 


the gravest risk of hearing that every 
copy has been already sold. 


Then there are the regular stu- 
dents among the 10,000 professors 
and lecturers in the hundreds of uni- 
versities and the thousands of other 
higher centres of learning; the 500,- 
000 teachers in the elementary and 
secondary schools, and the millions 
of students with whom they have to 
deal. Beyond all these there are the 
millions of artisans and peasants who 
are now being stirred up in a develop- 
ment of evening classes and factory 
courses of various kinds, of an extent, 
and with an assiduity, seemingly ex- 
ceeding anything of the kind in Amer- 
ica and Western Europe. A continuous 
demand of such magnitude and inten- 
sity permits of enormous sales with- 
out any costly distributive system. 

This economy in distribution ex- 
penses goes some way to justify the 
very low prices at which the books 
are sold,’ while the lowness of the 
price explains the magnitude of the 
demand. As the object is not profit- 
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making but the widest possible circu- 
lation, the price is based exclusively 
on the estimated cost of each copy. 
The retail price is usually worked out 
at about 10 kopecks (5 cents) per 
sheet of sixteen pages, making the 
charge for a paper-covered volume of 
160 pages about one ruble (50 cents 
at par). Copies in ordinary cloth cov- 
ers are a little more expensive. Seven 
rubles ($3.50) is considered an ex- 
ceptionally high price for even a hand- 
somely bound thick volume. There is 
no “rake off” by intermediate profi- 
teers. The Moscow State Publishing 
House maintains exclusively for its 
own productions some thirty printing 
and binding establishments, which are 
always working at full capacity. 

The fundamental basis of the suc- 
cess of the Soviet experiment in pub- 
lishing is, it is plain, the remarkable 
outburst of a craving for reading in 
the vast population concerned. Not, of 
course, everybody, but an astonish- 
ingly large proportion of the 50,000,- 
000 or 60,000,000 people between the 
ages of 10 and 50 have almost sud- 
denly become voracious readers of 
wide ranges of printed matter. In 
mere magnitude, the sudden demand 
for books in Soviet Russia during the 
past five years is unparalleled in the 
history of the world. 

It may be of interest to the “breth- 
ren of the pen” to hear that common 
report declares the writing of books 
and plays, accompanied by occasional 
journalism, to be the most highly paid 
occupation in Soviet Russia. One 
author in Moscow is reputed to re- 
ceive from his writings as much as 
75,000 rubles ($37,500 at par) a year. 
The usual form of remuneration 
is that of individual contract in 
which the State Publishing House 
buys from the author, for a lump-sum 
payment, the completed manuscript 
and the right to publish an edition 
of a specified number of copies. The 
payment is fixed in consultation with 
the author after consideration of (a) 
the author’s reputation and status; 
(b) the amount of work involved in 
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writing his book, and (c) the size 
of the edition determined upon. When 
the number of copies is increased be- 
fore issue, or when a further impres- 
sion is required, the payment to the 
author is usually increased in exact 
proportion to the additional number 
of copies printed. A new edition, re- 
quiring the author’s revision, is dealt 
with as a new book. The minimum 
payments are reported to be, for the 
usual first edition, for a work of fic- 
tion, 300 rubles ($150) per sheet; for 
an elementary school book, 150 rubles 
($75) per sheet; for translating and 
editing a foreign book, from 75 to 
100 rubles per sheet ($37 to $50); 
for an academic work of advanced 
kind, 150 to 200 rubles ($75 to $100) 
per sheet. As volumes are usually 
shorter than in America or Great 
Britain—a usual size being about ten 
sheets, or 160 pages—this works out 
at about $1,500 for a short novel and 
$750 to $1,000 for a short book on 
science. 

Dramatists, as in other countries, 
get the highest pay, because in addi- 
tion to selling their manuscript for 
publication in book form they receive 
also a percentage of the theatre re- 
ceipts for each performance. 

How are the manuscripts obtained? 
In Soviet Russia, as elsewhere, ambi- 
tious aspirants spontaneously submit 
manuscripts of plays and novels, 
poems and essays, histories and eco- 
nomic treatises. Not infrequently, one 
is told, these are accepted for publica- 
tion and duly paid for, especially in 
the Ukraine, where nationalist pride 
is eager to develop still further Ukrain- 
ian literature. Whether the young 
and unknown writer has a better 
chance of getting into print in Soviet 
Russia than in Germany or in the 
United States, it is impossible to esti- 
mate. On the one hand, there is to be 
reckoned with what is assumed to be 
the characteristic apathy of bureau- 
cracy, fortified by the real insuffi- 
ciency of paper to print enough copies 
even of popular favorites and “best 
sellers.” On the other hand, there is 
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the commercial indifference of capital- 
ist publishers to anything not likely 
to sell profitably within the first year. 


What is true, however, is that the 
various State Publishing Houses in 
the different constituent republics of 
the U. S. S. R. make a practice of 
selecting and, to a small extent, sub- 
sidizing—even sometimes paying for 
their training in their art—young and 
unknown writers and musical com- 
posers. To such chosen recruits, will- 
ing to undertake specific tasks that 
are suggested to them, 25 per cent of 
the payment offered may be handed 
over straightway, in no case to be 
returned. When the manuscript or mu- 
sical score is produced a further 40 
per cent may be advanced, on condi- 
tion that any necessary revisions are 
promptly made. On publication the 
remaining 35 per cent is paid, with an 
assurance of further remunerative 
work if the first. venture meets with 
public approval. We may wonder 
whether governmental selection of this 
kind will result in the production of 
many literary or musical geniuses; 
but it is, at least, a worthy attempt to 
make smooth the way of the penniless 
votary of the muses, 


The censorship that is avowedly 
exercised over all publications in So- 
viet Russia, even though printed and 
issued by public organizations which 
are, in effect, governmental, is a 
stone of offense and stumbling-block 
to most Americans and Englishmen. In 
the U. 8. S. R. every book or pam- 
phlet has to bear a numbered and 
dated imprint of its authorization by 
the government censor. The inquirer 
is freely told that the censor allows 
nothing to be printed and circulated 
that is either pornographic or plainly 
libelous of individuals; either incit- 
ing to any criminal wrong against 
any person, or to a “pogrom” against 
a particular racial or religious minor- 
ity; as well, of course, as anything 
deemed, in its tendency or effect, to 
be “counter-revolutionary.” 


Perhaps we make too much of the 
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difference between our respective 
systems of control. However much a 
censorship may be disliked, there is 
no civilized country which does not 
have something of the sort in one or 
other form. How far it is open to ob- 
jection depends, so the Communists 
explain, like so many of their devices, 
not so much on its theory as how it 
is actually worked. In Great Britain, 
apart from the Lord Chamberlain’s li- 
censing of plays, and in the United 
States, the censorship is ex post facto, 
and is exercised, though not without 
occasional prompting by government 
departments or delicate-minded pub- 
lic-spirited citizens, practically by the 
police and the magistrates, who seize 
and condemn as obscene or seditious 
whatever at the particular date and 
in the particular locality they choose 
to consider such. Authors mostly pre- 
fer this way of dealing with pornog- 
raphy or sedition, because it does not 
often trouble those whose serious 
works find no very extensive circle of 
readers and because it is usually effec- 
tive only in gross cases. On the other 
hand, our method fails to prevent a 
flood of publications offensive to “re- 
spectable”’ people, if not actually inju- 
rious to public morals. In Soviet Rus- 
sia it is claimed that it is better to 
have all publications considered in ad- 
vance by a trained and competent au- 
thority, which can be trusted to stop 
the issue of much that other countries 
profess to punish but do not succeed 
in preventing. 

The Moscow Censorship Commis- 
sion (Glatvi) has in every printing 
establishment its own agent — often 
the manager of the printing establish- 
ment itself—whose duty it is to in- 
sure that nothing is put on the ma- 
chines that has not received the nec- 
essary imprimatur. Other arrange- 
ments are made for the newspaper 
press and for foreign-press correspon- 
dents. With regard to the practice, it 
is the impression of some who have 
had experience that responsible and 
tactful foreign correspondents have 
not much to complain of. Actually, 
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reckless or malicious misstatements 
of fact are stopped, but sober and 
reasoned criticism, though sometimes 
delayed, perhaps for inquiry or con- 
sultation, is not interfered with. As 
far as books and pamphlets are con- 
cerned, the impression produced is 
that the censorship itself is of little 
importance. It is the decision of the 
publishing authority, not that of the 
censor, that maintains a proper tone 
in what is issued to the masses; and 
in the absence of any motive of pri- 
vate profit there is no temptation to 
make the publishing authority deviate 
from the “general line.” 

How far the publication of new the- 
ories in political science, or of unor- 
thodox political opinions, is prevented 
by the substitution of a multitude of 
different kinds of State publishing 
agencies for the more common multi- 
tude of commercial publishers, it is 
impossible to estimate. The demand 
for additional authors is evidently 
considerable, especially in the prov- 
inces away from Moscow and Lenin- 
grad; and one inquirer was definitely 
assured in 1932 that an unknown 
young writer, of decent ability, new 
and original views on political science 
and a reasonable amount of tact at the 
end of his pen, actually had a better 
chance of his manuscript being pub- 
lished in Soviet Russia (and especial- 
ly in Ukrainia and other smaller re- 
publics) than in present-day Ger- 
many. But probably it is hardly to be 
expected of any government that it 
should allow its own printing presses 
and distributing organization—any 
more than the cinema and the radio— 
to be made the instrument of its own 
overthrow. 


It should be added that there is in 
practice more than one way of appeal- 
ing against a refusal to publish a man- 
uscript submitted by an author. Cases 
are cited in which an author has se- 
cured publication after .-fusal, either 
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by having his complaint taken up by 
his trade union; or by having it made 
the subject of particular inquiry by 
the Workers’ and Peasants’ Inspec- 
tion, which is charged to correct the 
characteristic evils of bureaucracy; or 
else by invoking the intervention 
of the highest government authori- 
ties. Moreover, it has more than once 
happened that an author whose work 
had been turned down by the publish- 
ing authority, has had it printed at 
his own expense by a printing estab- 
lishment which had paper and labor 
force available, exactly as he might 
have done in England or America. 

There would be no profit in endeav- 
oring to arrive at a conclusion as to 
whether it is better to depend for the 
supply of books and pamphlets on a 
coordinated array of public authori- 
ties, none of them working with the 
motive of the pecuniary profit of any 
individual, rather than on the free 
competition of uncoordinated joint- 
stock corporations and private part- 
nerships of capitalists seeking the 
largest possible profit for themselves. 
The publishing trade can nowhere 
stand alone. In an essentially collec- 
tivist organization of society, it will 
be collectivist, as in Soviet Russia. In 
an essentially individualist organiza- 
tion it will be individualist. It would 
be more profitable to consider the 
drawbacks and diseases to which each 
form is specially liable. How could 
wise collective action help to keep 
profit-seeking publishing to the line 
of public advantage? How could ex- 
ceptions permitting an expansion of 
individualist freedom of independent 
action mitigate or remove some of the 
manifest drawbacks of too exclusive a 
collectivism? These are questions 
which public-spirited American pub- 
lishers, on the one hand, and intellec- 
tually curious Soviet officials on the 
other, are perhaps already consider- 
ing. 





Irving Langmuir, Scientist 


By WI.u.uIs R. WHITNEY 


[The author of this article, under whom 
Dr. Langmuir made his start in re- 
search work, is also an outstanding fig- 
ure in American science. Dr. Whitney, 
whose training was in chemistry, was 
from 1900 to 1932 director of the research 
laboratory of the General Electric Com- 
pany at Schenectady, N. Y., and since 
1928 he has been vice president of the 
company in charge of research. He has 
also been long connected with the Massa- 
chusetts Institute of Technology, has 
taken part in numerous scientific and 
technological activities and has been 
awarded many honors and distinctions for 
his achievements. ] 

R. IRvING LANGMUIR has been 
given the Nobel Prize for scien- 
tific accomplishments. What marked 
the career thus honored? When he 
was a youth he hated school and its 
discipline, but he liked teachers and 
laboratories. He could not be driven, 
but he was keen to go. He wanted to 
climb Swiss mountains, and climbed 
them as soon as permitted. By con- 
tinuous curiosity coupled with ener- 
getic effort he has contributed much 
to science. I shall try to sketch some- 
thing of what I have seen in the man 
and his work during the past twenty- 
five years, with the hope of helping 
young men and boys rather than in- 
structing the elders. 

Langmuir was born in Brooklyn, 
N. Y., on Jan. 31, 1881. After grad- 
uating from Columbia University he 
specialized in physical chemistry un- 
der Professor Nernst at Gottingen, 
Germany, and there in 1906 obtained 
his doctorate. He then served as an 
instructor at Stevens Institute of 
Technology from 1906 to 1909. Like 
many other young men wishing to 
try research, he spent a Summer in 
the research laboratory of the Gen- 
eral Electric Company, where he has 


remained ever since 1909. Encouraged 
to ruminate among men and prob- 
lems, his interestsand characteristics 
were quickly disclosed. Some promis- 
ing research men are so tempted 
by urgent calls of manufacturing dif- 
ficulties that they metaphorically di- 
vest themselves of their protecting 
clothing and quickly plunge into 
depths of factory troubles unfath- 
omed by all previous experts. Not so 
Langmuir! He was destined to be a 
good helper (or life preserver), but 
a still better pioneer. His methods 
develop principles of new utilities in- 
stead of putting patches on the old. 
By taking interest in primary causes 
he discovers the bases on which ab- 
solutely new things may be built. At 
Gottingen Langmuir’s natural inquis- 
itiveness was thus further stimulated 
and to it was added well-ordered 
knowledge. He seemed made to order 
for American scientific research. It 
was therefore with great pride that 
the research laboratory of the Gen- 
eral Electric Company watched his 
growing honors. His medal record is 
in Who’s Who, but it is too early to 
find there the recent $10,000 award 
from the Popular Science Monthly. 
The pleasure of that had not declined 
when the Nobel Prize was announced. 

Langmuir is a “regular” fellow, 
with unusual energy. He still retains 
his interest in Boy Scouts and delights 
in mountain climbing, skiing, flying 
and taking movies. He excels in each, 
so that one does not think of him 
as a “grind.” He sometimes exhibits 
the accepted mental preoccupation of 
the scientist. It is probably true that 
if the waiter at his club placed a used 
plate before him, Langmuir would 
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think he had dined. Of the honors 
heaped upon him by his colleagues in 
this country and abroad he has dis- 
played an almost boyish appreciation 
—and forgotten them. If there is any 
vanity in him, I have never seen it 
except, perhaps, when he has beaten 
his wife at anagrams. 

For many years he has camped and 
skied in the Catskills and the Adiron- 
dacks. Because of his keen anxiety 
to preserve our State forests for 
future public good, he has identified 
himself with far-seeing movements 
to defend that part of the fundamen- 
tal law of New York State which 
preserves State lands in their natural 
condition. 

Youth interested in fitting into an 
expanding universe and looking to 
science, because of its natural appeal, 
is not encouraged by gloomy sugges- 
tions of a moratorium in science, or 
suspension of truth-gaining. Men of 
the Langmuir type point to an im- 
proving world. We are not injured by 


knowledge, but by its ignorant mis- 


use. When electricity was un- 
chained lightning, Benjamin Franklin 
wrote: “If there is no other use dis- 
covered of electricity, this, however, 
is something considerable, that it may 
help to make vain man humble.” If 
study of atomic structure (one of 
Langmuir’s interests) merely proves 
that what we think we know changes 
with research, it is still of value. The 
atom of Democritus was simple and 
indivisible for centuries, but that idea, 
like Washington’s on foreign rela- 
tions, had to be given up because the 
atom was revealed as divisible, very 
complex and of wonderful interest and 
promise. 

Langmuir seems to be always ques- 
tioning old authorities, just as Francis 
Bacon did, and Kipling’s ten million 
serving-men, “hows, wheres and 
whys,” forever work for him. He was 
interested in the growth of ice, for 
example, and he tried to learn what 
factors would be necessary to predict 
the rate of growth after a certain 
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thickness was reached. And when, 
years later, he saw a peculiar, sudden 
disappearance of the ice on Lake 
George, he could not rest until he had 
found the explanation. He got the 
habit of thinking that most observa- 
tions of nature are too superficial. 
Langmuir’s success comes from his 
appreciation of the newly known and 
his keen desire to add to it. He has 
caused new factories to be built on 
things too small to be seen with the 
naked eye, and one marked contribu- 
tion to industry is based upon half a 
hydrogen molecule. 

I shall naturally describe his techni- 
cal achievements more easily than his 
many purely scientific discoveries. 
The former, important as they are to 
you and me, are mere by-products of 
the latter. I cannot expect, however, 
to explain the phase rule, for example, 
much less the important bearing of his 
work upon it. I must deal here with 
comprehensibles rather than funda- 
mentals. 

As research advances we need new 
words even if they never become col- 
loquial. I distinguish between research 
and research. The archaeologist digs 
up the past and the anthologist reads 
it up. This I call research. But by 
research, with emphasis on the search, 
I mean the effort of a constructively 
anticipating innovator. Langmuir’s 
work exemplifies both meanings. His 
imagination: has bodied forth the 
forms of things unseen, and his pen 
has “turned them to shapes and given 
to airy nothingness a local habitation 
and a name.” He has published about 
150 scientific papers, and has intro- 
duced new words and new meanings. 
His “pliotron” and “kenotron,” being 
vacuum tubes, are quite like “airy 
nothingness.” The usage of such 
terms as “space charge,” “sheath” 
and “plasma” in current electrical lit- 
erature originated with him. But it 
would be futile for me to try to explain 
them here. 

From the beginning of the Research 
Laboratory of the General Electric 
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Company the staff has held “collo- 
quia,” weekly meetings at which is dis- 
cussed some recent contribution to the 
literature of science or some new dis- 
covery, usually outside the work at 
hand. In this Langmuir at once took 
active part. He prepared many ad- 
dresses involving hours of reading and 
study, and these were equal to lectures 
delivered before scientific bodies any- 
where. They contributed greatly to 
the interests of a large group of re- 
search men. 

During the war he was very active 
in the field of submarine detection. 
Many of the devices which resulted 
from the studies of our large group of 
research men were practically applied 
in foreign waters. They were mostly 
based on subaqueous listening devices 
with various adjuncts which gave the 
operator the direction of the sub- 
marine from the listening “chaser.” 
In this way we could follow the sub- 
marine and also determine when it 
was close enough for use of depth 
bombs. Langmuir distinguished him- 
self in the practical part of this work. 
Some of us, when following an Amer- 
ican submarine on a little chaser in 
rough weather, failed to enjoy our- 
selves, but Langmuir was always on 
his feet and keen to carry on even 
when the submarine was driven to 
harbor by bad weather. His physical 
and mental control at such times con- 
stitutes his most vexatious attribute. 

Not so long ago atoms were the 
limits of things in chemistry and it 
seemed impossible even to prove their 
existence. Langmuir has played with 
them as with realities and has con- 
tributed largely to our knowledge of 
their smallest parts—of the electrons 
and protons and of their likes and dis- 
likes, The radio industry is built 
around this kind of knowledge. When 
he began studying the loss of current 
from a hot filament in a vacuum (the 
Edison effect), no one knew that 
negative electrons were shooting from 
the surface of the filament. A mathe- 
matical equation had been proposed 
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to cover such an eventuality, but up 
to the time of Langmuir’s work it 
could not be proved. The electrons are 
now known to be little, controllable 
parts of electricity, and we use them 
in radio tubes not only as detectors 
to displace the former iron filings but 
also, in vast swarms, we electrically 
direct and drive them through vacuum 
and vapors for purposes of broadcast- 
ing, rectifying, circuit-breaking and 
so forth. 

The Swedish Academy which chose 
Langmuir for the Nobel Prize, worth 
$30,000, is made up of scientists who 
value his purely scientific contribu- 
tions, but I shall describe a few 
which have already proved of public 
service. 

Langmuir’s work lies on the divid- 
ing line between physics and chemis- 
try. He has described part of it as 
“the mechanism of chemical reactions 
which take place on solid surfaces.” 
Take the simple substances, ice and 
water. Can you imagine any field be- 
tween them? Langmuir does. It is an 
important chemical and electro-mag- 
netic field of great action. Ice is a 
well arranged lot of similar atomic 
structures held in place by some sort 
of mutual desire, chemical force or 
electric field. Water is quite different. 
All its parts are alive, down to the 
last electron. If Langmuir had not 
successfully studied the surface be- 
tween such things he might not have 
bettered vacuum lamps, discovered 
gas-filled lamps, improved radio tubes 
and given us atomic hydrogen weld- 
ing torches. 

Langmuir studies chemistry on 
solid surfaces. To illustrate with a 
single substance, take the surface be- 
tween growing ice and water, where 
chemistry seems simple. I think of 
the ice as a swarm of bees. As the 
bees collect they form the solid mass. 
On its surface others arrive. Many 
fly off again, to come back later. 
Others wander aimfully over the sur- 
face and finally settle down, appar- 
ently satisfied. They all insist on 
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facing inward and mostly upward. 
Verve and design dominate that outer 
layer. These suggest chemical attrac- 
tions. If we substitute some other 
solid for the ice, or the swarm, and 
any other mobile or volatile substance 
for the water, or the bees, we shall 
discover films of the greatest theoret- 
ical and practical interest. 


“The chemical activity of any solid 
surface,” Langmuir has written, “de- 
pends upon the nature of, the arrange- 
ment of and the spacing of the atoms 
forming the surface level, and there 
is a close relation between the chemical 
activity of a surface and the electron 
emission from it.” By substituting hot 
tungsten for ice, or the swarm, and 
thorium atoms for the water, or the 
bees, Langmuir showed how to in- 
crease the amplifying power of radio 
tubes a hundred-thousand fold. He 
appreciated the importance of an ac- 
tive surface film only about one atom 
thick. Thicker films are not so good. 


Observing, studying what takes 


place at the surface of hot tungsten 
filaments in vacuum, he introduced 
infinitesimal quantities of different 
gases. His refined analytical methods 
developed new facts which are not re- 


lated to lamps alone. The inside dark- 
ening of vacuum lamps was found to 
be due to traces of water on the inner 
surface of the glass. Each molecule 
acted, by chemical reaction, as a sort 
of ferry continually carrying metal 
from the filament to the glass, and so 
blackening it. Space will not permit 
a description of the effects of other 
gases, but he incidentally discovered 
that hydrogen was split into its atoms. 
These had not been available before. 
He showed that hydrogen atoms 
formed reactive films on the solids 
present and became so excessively ac- 
tive as to burn with oxygen even when 
kept very cold artificially. He found 
he could get quantities of this atomic 
hydrogen in an electric arc between 
tungsten electrodes. A blast of atomic 
hydrogen burning in the air produced 
a temperature not attainable by any 
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other combustion process, and this be- 
came the atomic hydrogen welding 
torch. This is now used in welding 
various metals where the highest tem- 
peratures and quickest melting are 
required. 


The discovery that better incandes- 
cent lamps could be made by filling 
them with gases, after half a cen- 
tury’s effort at improving their vacua, 
was one of the most remarkable re- 
sults of Langmuir’s studies. By in- 
tense refinements he had learned the 
rate at which tungsten evaporates at 
different temperatures in a vacuum. 
Thus he knew the maximum temper- 
ature at which it would withstand 
the necessary thousand “burning 
hours” of good lamps. And then he 
found that mere molecules of certain 
gases, put into the bulb, interfered 
with the evaporation, just as obsta- 
cles would interfere with bees leaving 
a swarm. This new discovery alone 
did not produce the better lamp; 
Langmuir coupled it with another fact 
not generally known. At very high 
temperatures gas molecules’ very 
near the heated surface are so excited 
that there is about as much heat a 
short distance away as right at the 
surface. This means that the heat con- 
vection (not the light) from a large 
filament is only little greater than 
from an equally hot smaller filament; 
that is, heat-loss in gases, usually 
proportional to the surface of the 
solid, is no longer proportional for 
very small wires. So by winding very 
fine tungsten filaments into larger 
dimensional helices, the light produc- 
tion was relatively increased. This and 
the interference effect of the gas 
molecules already mentioned produced 
incandescent light at half the cost 
previously attained. Nearly all incan- 
descent lamps in the world are now 
made that way. 

Thus two important results, better 
lamps and a new electric welding 
process, came directly from this study 
of films. 

This has been a long but desirable 





IRVING LANGMUIR, SCIENTIST 


introduction to some of Langmuir’s 
purely scientific work. I refer to his 
part in advancing beyond the hard, 
round-ball stage, our knowledge of 
the atom, its attractions for other 
atoms and its electrical nature. 
Scores of scientists cooperated in 
advancing the views of matter 
through which we are now passing. 
Becquerel, Curie, Réntgen, Thomson, 
Rutherford, Millikan, Nils Bohr and 
Lewis are some of them. Langmuir 
is among them. Bohr pictured a per- 
fectly wonderful model—a celestial 
prototype, consisting of negative elec- 
tricity in minute isolated planets re- 
volving in definite orbits around a 
central sun. Each different kind of 
atom differed in the number of 
satellites, but the whole ninety-two 
(all our known elements), with many 
of their properties, seemed predictable 
by merely applying laws of astronomy. 
Lewis suggested that the arrange- 
ment of the electrons might account 
for the chemical characteristics of 
atoms. This was a great step forward 
for chemistry and physics. 

Among Langmuir’s contributions 
were his so-called “eight chemical pos- 
tulates.” These were really reasons 
for the arrangements which different 
atoms take in forming compounds. In 
1919 Ellwood Hendricks, the well- 
known chemist and writer, came to 
Schenectady and spent days with 
Langmuir in order to put in readable 
form some of the ideas resulting from 
these studies of the Bohr atom. This 
was published under the title, The 
Langmuir Postulates. I shall not ex- 
plain any of the eight, but I dare not 
omit. them altogether because the 
properties of compounds and the or- 
derly arrangements of molecular films 
depend upon them. 

Electrons in atoms may be in regu- 
lar motion, like planets in orbits, but, 
in any case, there is a spatial regu- 
larity of arrangement for them. This 
is probably the most orderly possible, 
when their various electrical attract- 
ing and repelling forces are strictly 
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obeyed. On this basis, some kinds of 
groups (atoms or compounds) must 
be more stable than others, and the 
chance of one kind of collection com- 
bining with some other must depend 
on the new combination answering the 
final requirements of order or har- 
mony better than before the union. 
According to such reasoning, Lang- 
muir showed, for example, that the 
physical properties of molecular nitro- 
gen and carbon monoxide are similar, 
and might have been predicted. The 
chemical inertness of such gases as 
argon and neon became also explica- 
ble, and such great chemical avidities 
as between chlorine and sodium are 
to be expected. In other words, chem- 
istry is due to electro-magnetic force 
acting between atom and components. 

Such is the alluring way of Lang- 
muir’s films, where surface absorp- 
tion, with all its implications, offers 
an entirely new map of chemistry. The 
directing instinct of swarming bees Is 
a narrow view. It becomes compli- 
cated when we recall that chemistry 
starts with ninety-two entirely differ- 
ent kinds of “bees.” 


It was known in 1889 that light fall- 
ing upon certain metal surfaces made 
them electropositive. Small electric 
currents flow from such illumined sur- 
faces so long as the original loss is 
made up. This simulates the loss of 
electrons from the filament of the 
radio tube, with light replacing heat. 
This is again a surface film process to 
which the new methods are being ap- 
plied. Without trying to explain these 
photoelectric surfaces, and because I 
want to point out further interesting 
consequences, compare the photo sur- 
face to a slice of bread and butter. In 
the simplest photo cell, copper or sil- 
ver takes the place of bread. Its thick- 
ness is unimportant, but on it is spread 
a thin film of caesium, for example. 
But the best photo cells are still fur- 
ther filmed. Epicurean taste demands 
some jam with the butter. There- 
fore in the best cells the silver surface 
is “buttered” with a very thin film of 
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silver-oxide, by using a process called 
“molecular bombardment.” After that 
the caesium is added as another film, 
and the whole is baked in an oven. 
Then the caesium, oxygen and silver 
complete their film orientation and 
we have the active cell. 

But I have used too simple anal- 
ogies. While we just spread butter 
and jam in practice, Langmuir knows 
that the molecules in the films, like 
the bees of the swarm, must be right 
side up with care and attached in an 
orderly way, if the surface is to be 
the electrically seeing eye. 

Generally, a one-atom film is a new 
thing and a two-atom film is new but 
is something else. Matter is not thick 
enough to show its usual properties 
until still thicker. This accounts for 
the novelties of very thin films. 

When we pulverize solid substances, 
thus emphasizing or increasing the 
surface, the fine particles, much 
grosser than atoms, show active 
motility and characteristic electric 
charges when suspended in water. 
Particles of opposite charge then ac- 
tually come together, and the neutral- 
ized combinations lose their motion 
and “solidify.”” Thus the chemistry of 
mere aqueous suspensions, as distinct 
from solutions, is solid-surface chem- 
istry. This in turn merges into solid 
growth, and perhaps even into life 
processes. The simple swarm grows 
by accretion of bees, but here count- 
less different kinds of “bees” may 
take part with likes and dislikes, and 
thus the growing solid may have 
unheard-of qualities. But this is not 
all. Active films are often responsible 
for new compounds which, after form- 
ing, do not adhere, but move quickly 
away. Certain films cause the rapid 
combination of such things as hydro- 
gen and oxygen, illuminating gas and 
air. This reaction is so intense that 
everything gets heated and so we 
have some of our gas lighters and our 


CURRENT HISTORY, MARCH, 1933 


glowing Welsbach mantles. Our im- 
portant fertilizers, such as_ sul- 
phuric acid, ammonia and nitrates, 
are all made nowadays by power- 
fully reactive molecular layers on 
surfaces of inert solids. Langmuir 
has found unlimited interest here. The 
mysterious actions in so-called chem- 
ical catalysis are being made clearer 
by study of surface films. 

The present trend in physical sci- 
ence is toward abstract mathematical 
conceptions of nature as distinct from 
mechanical, pictorial or model repre- 
sentations. Time and space, which we 
think of as “real,” are actually so re- 
lated that neither one can be consid- 
ered as independent of the other. This 
is an Einstein fact. In light we are 
forced to visualize the apparently in- 
compatible models, a wave and a cor- 
puscle, i. e., an imaginary, all-per- 
vading ether and (not or) optical 
birdshot (photons). Langmuir has 
taken special interest in such mathe- 
matical conceptions, but his willing- 
ness to test the possibilities of ma- 
terialism account for many of his use- 
ful discoveries. His researches on the 
structure of the atom and the activ- 
ities within it are practical evidence 
of the value of images which form no 
part of pure mathematics. While ex- 
tending his experiments toward im- 
proved models, he knows that such 
devices are inadequate for complete 
comprehension. 

Langmuir’s greatest contributions 
to science have thus come from his 
having extended his picture of mat- 
ter according to the coldly logical re- 
quirements of growing theory. But he 
is the last man to expect to see finis 
written over any fundamental phe- 
nomenon. “All our pictorial represen- 
tations,” he has written somewhere, 
“are probably entirely too crude, and 
it may never be possible to express 
natural fundamental things, even by 
mathematical formulae.” 
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The old hoss rears up 
—St. Louis Star 
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Old man magic himself 
—New York Evening Post 


We hope it’s as easy as it looks 
—New York Herald Tribune 
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Over the hill to the poorhouse 
' —St. Louis Post-Dispatch 





freedom 


—Boston 
Transcript 


“As I am being dismissed in March, you may as 
well get used to the work’’ 


—De Groene Amsterdammer 


American 
cousin goes 
Mussolini 
onus 


—Baltimore 
Sun 





The new missionary arrives 
—The Daily Express, London 


‘‘We must uphold the sanctity of ‘‘All in favor of disarmament, please raise 
international treaties’’ their hands 
—Dallas News ’ —Izvestia, Moscow 
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‘‘Hand me up 
those arrows, 
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like a big fel- 
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Evening 
Times 


i 


(A 
Vy 


oo 
WY 

y} 

HY 


(The Hunga- 
rian State 
Railway is to 
pay its debts 
in pigs in the 
future) 
“Can you 
change a 100- 
pengo note 
for me?”’ 


—Der Goetz, 
Vienna 





A Month’s World History 


America’s War-Debt Policy 


By JAMES THAYER GEROULD 
Princeton University; Current History Associate 
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HE difficulty of negotiating a rea- 

sonable settlement of the war 
debts problem is at present com- 
plicated by the fact that, until the 
President-elect is inaugurated, no one 
inthe United States has real authority 
to enter into negotiations. Between Mr. 
Hoover and Mr. Roosevelt there is a 
sharp difference of opinion as to pro- 
cedure. The President neither desires, 
nor is he able, to commit his successor 
to any specific line of action. Mean- 
while the delay is trying to nerves on 
both sides of the water. The debates 
in the Senate during the last month 
have done nothing to mollify French 
opinion, nor has the situation been 
eased by the unfortunate controversy 
over the implications of the Hoover- 
Laval communiqué of Oct. 25, 1931. 
M. Laval, and with him the French 
nation, interprets it to mean that if 
reparations were adjusted an arrange- 
ment could be made about the debts. 
This Mr. Hoover denies. The text of 
the communiqué is, in fact, so vague 
that either reading is possible. The 
fact remains that, whatever interpre- 
tation was, and is, placed upon it in 
Washington, the document furnished 
the foundation on which the Lausanne 
agreements were built, and without it 
they would have been politically im- 
possible, 


Despite the impasse resulting from 
the Hoover-Roosevelt telegrams of 
Dec. 17-22, a step in advance was 
made on Jan. 20 when the President- 


elect called at the White House and, 
after a conference with Mr. Hoover, 
which was attended by Secretaries 
Stimson and Mills and by Messrs. 
Norman Davis and Raymond Moley, a 
statement was issued reading as fol- 
lows: 
The British Government has asked for 
a discussion of the debts. The incoming 
administration will be glad to receive 
their representative early in March for 
this purpose. It is, of course, necessary 
to discuss at the same time the world 
economic problems in which the United 
States and Great Britain are mutually 
interested, and, therefore, that repre- 
sentatives should also be sent to discuss 
ways and means for improving the 
world situation. 
It was settled that these arrangements 
will be taken up by the Secretary of 
State with the British Government. 


This invitation was immediately 
sent to the British Government 
through Sir Ronald Lindsay, the Am- 
bassador. The action resulting from 
the conference involved a modifica- 
tion of Mr. Roosevelt’s announced 
program of dealing with the debts 
only after he had assumed office, and 
then only through the established dip- 
lomatic agencies. 

It gave rise to the inference that a 
discussion of the debts would involve 
a consideration of compensating ad- 
vantages to the United States should 
they be readjusted. After the conclu- 
sion of the conference Mr. Roosevelt 
let it be known that, although the 
statement, referred specifically to 
Great Britain, the same procedure 


715 





716 


might be employed by France and the 
other debtor countries. France seems 
to have determined to postpone action 
awaiting the result of the Anglo- 
American negotiations; but on Jan. 
23 Augusto Rosso, the new Italian 
Ambassador, acting, as he said, with- 
out instructions, called on Secretary 
Stimson to inquire as to the prelim- 
inary steps necessary to bring the 
Italian debts under discussion. Simi- 
lar inquiries were made by Czechoslo- 
vakia, Lithuania and some other coun- 
tries. 

The British reply was received on 
Jan. 25. It accepted, in cordial terms, 
Mr. Roosevelt’s invitation to discuss 
with him the debt situation and “those 
other matters in which the two gov- 
ernments are so closely interested,” 
and then went on to say: “It will be 
recognized that decisions on matters 
which constitute the subject of the 
approaching world economic confer- 
ence and which affect other States 
cannot be reached before discussions 
take place at that conference between 


all the States represented there.” This 
last sentence was interpreted to mean 
that the British do not look with favor 
on Mr. Roosevelt’s scheme for secur- 
ing trade and other advantages in 
exchange for concessions in respect to 


the debts. It is obvious, of course, 
that the final decision in regard to 
many of these economic and financial 
questions cannot be reached in any 
bilateral convention. 

The speech made by Neville Cham- 
berlain, Chancellor of the Exchequer, 
the day before the note was dis- 
patched, was doubtless intended quite 
as much for its American audience as 
for the British public, and designed to 
be read in connection with the note 
which was ready for delivery. He 
argued forcefully that it is as much 
in the interest of the creditor as of 
the debtor that the debts should be 
written off. That further payments 
can be made in gold he regards as 
impossible. Credits necessary for pay- 
ment can only be accumulated by in- 
creasing the sales of foreign goods in 
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America or by decreasing the volume 
of American goods sold abroad, the 
former through a reduction of the 
American tariff, and the latter either 
by building still higher the walls shut- 
ting out American goods from Eu- 
rope, or by depreciating the currency 
so that their purchase is impossible. 
Mr. Chamberlain summed up as fol- 
lows: 

We believe the total cancellation of 
war debts and reparations would be the 
best thing that could happen to the 
world as a whole, but if that is going 
further than American opinion is yet 
prepared to accept, we shall gladly dis- 
cuss with our American friends, when- 
ever they are ready to receive our rep- 
resentatives, the lines on which an 
agreement can be reached, bearing in 
mind two things which seem to us es- 
sential: 

First, that the settlement to be reached 
must be a final settlement; second, that 
it must be one which will not involve a 
resumption of the claim on Germany 
for reparations, which it was the object 
of the Lausanne settlement last year to 
end. 


Mr. Roosevelt was_ sufficiently 
aware of the realities of the situa- 
tion to modify still further his ex- 
pressed policy of detachment by invit- 
ing Sir Ronald Lindsay to Warm 
Springs, where on Jan. 29, just before 
the Ambassador’s departure for Lon- 
don, the two men had a four-hour con- 
versation. While both agreed after- 
ward that their discussion had been 
“satisfactory,” it is evident that there 
is some distance to travel before Brit- 
ish and American opinion can meet 
on common ground, and that the road 
thither is a rough one. 

Mr. Chamberlain was subjected to a 
certain amount of criticism by the 
press for speaking to the United 
States as bluntly as he did in this 
speech. For instance, the Observer of 
Feb. 4 commented: “It is useless—or 
worse than useless, it is foolish—for 
British enthusiasts to tell the Ameri- 
can taxpayers that remission is all for 
their own good. No argument is more 
maddening. The only point is that the 
debts are in fact dead. The problem is 
whether the United States and the 
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whole world are to make the best of a 
bad business. In that choice the guide 
is the common sense and a sense 
of business-like practice. American 
thought is wholly competent to judge 
for itself after the facts are explored.” 

Speculation regarding the terms of 
agreement is futile. There is a possi- 
bility that bonds, amounting tto a 
billion or two of dollars, may be of- 
fered as in final settlement, but it is 
very doubtful if they will be accom- 
panied by unilateral tariff conces- 
sions or by the promise of an imme- 
diate return to the gold standard. It 
remains to be seen how much the 
American people are willing to pay 
for the restoration of normal eco- 
nomic conditions. 


WORLD ECONOMIC CONFERENCE 


As was implied in the British note 
of Jan. 25, a final decision regarding 
many of the questions at issue must 
await the convocation of the economic 
conference at a date that has not yet 
been determined. The Preparatory 


Commission, on which Edmund E. 
Day and John H. Williams repre- 
sented the United States, sat in 
Geneva from Jan. 9 to 19. Before 
adjourning they adopted an extensive 
report containing an agenda for the 
conference covering six major points: 
(1) Monetary and credit policy, (2) 
prices, (3) resumption of the move- 
ment of capital, (4) restrictions on in- 
ternational trade, (5) tariff and treaty 
policy, (6) reorganization of produc- 
tion and trade. Since the American 
delegates signed the report, it would 
seem that our government had re- 
ceded from its ineffectual attempt to 
prevent the discussion of inter-gov- 
ernmental debts and tariffs before 
the conference. 

The report amplifies and explains 
the purpose of the agenda. It advo- 
cates the return to the gold standard, 
the reforms proposed by the League’s 
gold report, including measures that 
will result in a more equitable distri- 
bution of the world stock of metal. 
Little comfort is supplied to those 


717 


who hope for the remonetization of 
silver. Something can be done toward 
the raising of the price level by an 
adjustment of capital and labor costs 
and by the limitation of production, 
but it must largely depend on the res- 
toration of confidence and the con- 
sequent increase in the demand for 
goods. 


Commenting on the resumption of 
the movement of capital, the report 
advocates the gradual release of the 
“frozen credits” through the aboli- 
tion of exchange control, and the re- 
duction in the volume of the obliga- 
tions by their payment in goods. It 
holds that restrictions on international 
trade, by quotas and similar meas- 
ures, designed to reduce the effects of 
the crisis, “have, on the contrary, 
made the position worse, and contrib- 
uted dangerously to the prolonging of 
existing difficulties.” Tariff barriers 
must be lowered by means of an effec- 
tive truce and collective agreements, 
with exceptions made in the applica- 
tion of the most-favored-nation princi- 
ple. Concerted action of governments 
in the supervision and regulation of 
trade is desirable, but systems of 
national subsidy should be abolished. 


The League Council has accepted the 
nomination of Ramsay MacDonald by 
the organizing committee, and he is to 
act as the president of the confer- 
ence, but it is as yet unwilling to set a 
date on which it will be convened. 


OBSTACLES TO DISARMAMENT 


Progress toward disarmament is 
discouragingly slow. Every time that 
something seems likely to be accom- 
plished, one or more of the great pow- 
ers interposes an objection, and noth- 
ing of importance is done. The bureau 
of the conference, which reassembled 
on Jan. 20, has adopted a draft of the 
proposed treaty establishing a norma- 
nent commission to supervise the en- 
forcement of regulations which may 
later be accepted, and is proceeding 
to the discussion of the American, 
British and French plans for attain- 
ing disarmament, plans so diverse in 
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character that it will be exceedingly 
difficult to bring them into a sem- 
blance of harmony. 

Disagreement is not only on mat- 
ters of principle, but it appears quite 
as sharply on questions of detail. The 
public assumed from the resolution of 
July 23 that gas warfare was to be 
prohibited, but now it appears that 
even this is uncertain. The delegates 
of the United States desire the right 
to continue experimentation; and, on 
Jan. 30, Captain Eden of the British 
delegation took the ground, which a 
year ago was repudiated almost unani- 
mously, that the best way to prevent 
gas attacks is to allow the right of 
immediate retaliation. M. Rutgers of 
Holland, the rapporteur on gas war- 
fare, immediately called attention to 
the fact that the admission of this 
right would nullify and make ineffec- 
tive the efforts of the permanent com- 
mission to determine the responsi- 
bility for any violation. 

Efforts to control the international 
traffic in arms are still blocked in the 
Senate. President Hoover on Jan. 10 
again requested action either on the 
treaty of 1925 or by extending the 
power of the President to deal with 
specific cases. The message was ac- 
companied by a letter from Secretary 
Stimson in which he rehearsed the 
history of the efforts to secure regu- 
lation. He referred to the convention 
of 1919, which was signed by our dele- 
gates, and declared that our failure 
to ratify it “was one of the principal 
reasons why it was not ratified by a 
sufficient number of States to bring 
it into force.” The Geneva conven- 
tion of 1925 was drawn with the pur- 
pose of meeting the objections ad- 
vanced by the Senate; although it had 
been transmitted to that body by 
President Coolidge on Jan. 11, 1926, 
no action on it has yet been taken. In 
the meantime the government is being 
hampered in its efforts to deal with 
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certain existing situations, and in its 
efforts to secure the inclusion of 
proper provisions in the disarmament 
treaty. If it still proves impossible to 
secure ratification, power to act should 
be conferred on the President as soon 
as possible. 

Although the Foreign Affairs Com- 
mittee is unwilling to report the 1925 
treaty, it brought before the Sen- 
ate on Jan. 11 a joint resolution giv- 
ing the President authority, after se- 
curing the cooperation of other gov- 
ernments, by proclamation to make it 
“unlawful to export, or to sell for ex- 
port, * * * any arms or munitions 
of war * * * to any country whom 
he may designate.” This resolution 
was passed by the Senate, but pres- 
sure from the arms manufacturers 
was sufficient to secure its reconsid- 
eration, and it now lies on the table. 
A similar resolution was introduced 
by the House Foreign Affairs Com- 
mittee on Jan. 30. 


THE FORTY-HOUR WEEK 


A preparatory conference called by 
the International Labor Office to con- 
sider the establishment of the forty- 
hour week as an aid in combating un- 
employment was in session at Geneva 
from Jan. 10 to Jan. 25. Delegations, 
in most cases consisting of represen- 
tatives of governments, of the em- 
ployers and of labor, were present 
from thirty-four countries. No dele- 
gation was accredited by the United 
States, but Consul Gilbert was direct- 
ed to be present as an observer. The 
British opposed the whole scheme, 
and the delegations were divided, gen- 
erally as between employers and em- 
ployed, as to whether the shorter 
week should be accompanied by a cor- 
responding decrease in wages. It was 
finally decided to convene another 
conference during the coming Sum- 
mer to give the subject further con- 
sideration. 





The President-Elect at Work 


By E. FRANCIS BROWN 


HE man of the month in the United 

States has certainly been Frank- 
lin D. Roosevelt, President-elect, and, 
if one can judge from his place in the 
news, acting President as well. A re- 
tiring President is never showered 
with honor or attention; his last four 
months in the White House are always 
months of eclipse, but seldom has a 
President been pushed aside so com- 
pletely as has Herbert Hoover since 
last November’s election. 

The reasons for this lie not with 
Herbert Hoover or Franklin Roose- 
velt; the situation arises from the 
exigencies of domestic and foreign 
politics which demand an assumption 
of leadership on the part of the Pres- 
ident-elect before his inauguration. 
The foreign relations of the United 
States are critical; it has been neces- 
sary to know what stand the incoming 
President would take upon the war 
debts, toward the Manchurian em- 
broglio. Possibly with some reluctance 
Mr. Roosevelt conferred first with 
Secretary Stimson, then with Presi- 
dent Hoover and finally with Sir 
Ronald Lindsay, the British Ambas- 
sador, until to outsiders it seemed 
that through Secretary Stimson the 
President-elect was directing Amer- 
ican foreign policy—at least in so far 
as war debts and the Far East are 
concerned. [For a further discussion 
of these aspects of foreign policy, see 
Dr. Gerould’s article on pages 715-718 
and Professor Dennett’s monthly con- 
tribution on pages 764-768 of this 
magazine, | 

The participation of the President- 
elect in domestic politics, while not so 
apparent, has been no less real. On 
Jan. 5 he conferred with the Demo- 
cratic leaders of Congress at his home 


in New York, a meeting which does not 
seem to have borne much fruit since 
its only proposal—the raising of in- 
come tax rates as a further source of 
revenue with which to balance the 
budget—was quickly rejected by Con- 
gress. On the other hand, Mr. Roose- 
velt was known to be in constant com- 
munication with some members of 
Congress and he conferred with sev- 
eral of them during his stay in Wash- 
ington late in January. 

On most questions the President- 
elect has kept his own counsel. He 
did, however, declare for reorganiza- 
tion of governmental bureaus and 
asked for a Congressional grant of 
wide powers to that end. He has con- 
tinued his insistence that the costs 
of government be reduced by 25 per 
cent and has studied the possibility 
of making the necessary cuts. Except 
for his announced opposition to a 
sales tax and his advocacy of a rise 
in income tax rates, he has not com- 
mitted himself in regard to new 
sources for revenue. He has expressed 
his desire for the passage of some 
sort of farm relief at the present ses- 
sion of Congress and also for the 
legalization of beer. But with his cus- 
tomary political wisdom he has not 
sought to drive a Congress over which 
his power is still somewhat shadowy, 
reserving the exercise of leadership 
until after March 4 and until the 
convening of the inevitable special 
session of the Seventy-third Congress. 


A multitude of problems have 
pressed upon the President-elect as 
he has spent hours in conference with 
leaders of many fields of public 
activity in preparation for the re- 
sponsibilities which are soon to be 
his. In New York, at Hyde Park and 
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later at Warm Springs, Ga., Mr. 
Roosevelt was seldom without the 
company of some political figure, 
industrialist or financier, while his 
confidential advisers were never far 
away. During the weeks of consulta- 
tion policies were being formulated 
for the incoming administration. Most 
of these remained secret. Mr. Roose- 
velt did declare, however, in a speech 
at Montgomery, Ala., on Jan. 21, that 
he would take steps to put the gov- 
ernment-owned power and nitrate 
plant at Muscle Shoals into operation. 

One of the most irritating prob- 
lems for an incoming President is that 
of patronage, a problem made even 
greater if he represents a party that 
has long been out of power. For the 
moment Mr. Roosevelt seemed to give 
it less attention than the all-impor- 
tant need of building a Cabinet. 

As Mr. Roosevelt laid the founda- 
tions for his administration, the last 
lame-duck Congress went slowly about 
its business. On Jan. 23 Missouri be- 
came the thirty-sixth State to ratify 
the Constitutional Amendment abol- 
ishing the lame-duck sessions of Con- 
gress and providing for the inaugura- 
tion of a President on Jan. 20 instead 
of the traditional March 4; the new 
amendment will take effect on Oct. 15, 
1933. Ratification was achieved with- 
out opposition—a strange contrast to 
the long fight of Senator Norris to 
force its adoption by Congress. 

Largely because of the absence of 
party control, the record of Congress 
promised to be unimpressive. The 
fundamental need of balancing the 
budget was set aside on Jan. 18—after 
a special budget message had been 
sent by President Hoover—to be taken 
up at the special session of the new 
Congress. Meanwhile, the annual ap- 
propriation bills were to be passed, 
but as far as possible with reductions. 
On Jan. 30 the House continued the 
1-cent-a-gallon tax on gasoline until 
June 30, 1934, the only tax bill, except 
that on beer, which was expected to 
be put through Congress at the pres- 
ent session. On Jan. 19, the House, 
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voting on strict party lines, rejected 
President Hoover’s proposals to re- 
organize governmental agencies for 
greater economy. It then became the 
Democratic purpose to enact legisla- 
tion which wouid endow the incoming 
President with all but dictatorial 
power for readjusting governmental 
organization. 

President Hoover on Jan. 24 vetoed 
the first deficiency bill carrying ap- 
propriations of $35,000,000, which 
had been passed by Congress a few 
days earlier, because of a provision 
that all tax refunds of more than 
$20,000 must be approved by a joint 
Congressional committee before being 
paid. The veto was based upon an 
opinion of the Attorney General that 
the provision was unconstitutional 
and would invalidate the appropria- 
tions in the bill itself. A new supply 
bill without the refund provision was 
quickly reintroduced and passed by 
both houses of Congress; $28,000,000 
for tax refunds which had been in- 
cluded in the first bill was omitted 
in the rewritten form, but was ex- 
pected to be added to a second defi- 
ciency bill that would be passed 
before the end of the session. 


With all the annual appropriation 
bills still pending in Congress, the 
White House issued a statement on 
Jan. 30 declaring that the bills which 
had then been reported out of com- 
mittee exceeded budget estimates by 
$163,319,642. None of the appropria- 
tion bills had been acted upon by the 
Senate on Feb. 1; the House, however, 
had passed the appropriations for the 
Treasury, Postoffice, Interior, Agri- 
culture and War Departments and had 
under consideration bills for the De- 
partments of State, Justice, Commerce 
and Labor. That any great economies 
can be expected in these appropria- 
tions is doubtful, while it need not 
cause surprise if in the end the budget 
estimates are exceeded, thus adding 
further to the probable governmental 
deficit of $2,000,000,000 at the end of 
the fiscal year. The entire problem is 
to be among those which will tax Mr. 
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Roosevelt’s ingenuity for a solution. 

The Collier beer bill, legalizing the 
sale of 3.2 per cent beer, was passed 
by the House on Dec. 21, but was com- 
pletely rewritten in the Senate. The 
Senate bill, which was reported from 
the Judiciary Committee on Jan. 23 
and a week later finally reached the 
floor of the Senate after review by the 
Finance Committee, provides for the 
sale of beer and wine with an alcohol- 
ic content of 3.05 per cent by weight. 
If this bill is ultimately passed by 
Congress and, what is more doubtful, 
signed by the President, it may, ac- 
cording to testimony of Secretary 
Mills, produce a revenue of from $125,- 
000,000 to $150,000,000. 


Before the Senate, also, is pending 
a resolution repealing the Eighteenth 
Amendment and substituting for it a 
new article giving Congress the power 
to regulate or prohibit the open saloon 
and to prohibit the transportation or 
importation of intoxicating liquors 
into any State or territory whose laws 
prohibit the use or delivery of such 
liquors. Ratification would be by State 
Legislatures. Meanwhile, the House, 
in voting the appropriations bill for 
the Department of Justice, cut about 
10 per cent of the amount available 
for prohibition enforcement and made 
it illegal for enforcement agents to 
employ wire-tapping, use stool-pigeons 
or purchase liquor for evidence. 

The third problem which has stood 
out in the present session is farm re- 
lief. President-elect Roosevelt has re- 
peatedly let it be known that he was 
anxious to have some measure of farm 
relief passed, but the outlook is full 
of uncertainty. 


The House on Jan. 12 by a vote of 
203 to 151 passed the farm-parity 
bill, which offers special bonuses to 
producers of wheat, cotton, hogs, to- 
bacco, rice, peanuts and butter fat, 
provided they curtail production. 
Prolonged hearings before the Senate 
Agricultural Committee, followed at 
which farmers, packers, textile man- 
ufacturers and millers stated their 
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position on a measure which, if made 
law, even its proponents admit would 
be difficult to administer. Many who 
supported the bill in principle be- 
lieved that it embraced too many 
farm products and should be restrict- 
ed to wheat and cotton with the pos- 
sible addition of hogs and tobacco. 
That the bill is only a palliative is un- 
deniable. “It would,” said an Iowa 
hog raiser, “provide a stimulant, but 
we’re not interested in a stimulant; 
what we want is a cure.” Its eventual 
effect on the mass of consumers is 
hard to foresee; one suspects that it 
would be no more burdensome than 
the present tariff on manufactured 
goods and that those who protest 
against the bill because of its unfair- 
ness to the buyers of foodstuffs do 
so from selfish motives rather than 
out of regard for the importance of 
restoring farm-purchasing power. 

The parity bill, which seeks to raise 
the price of agricultural products, is 
only one of the measures for relief 
now before Congress. Perhaps more 
important, although at first it did 
not arouse much interest, is the bill 
sponsored by Senator Robinson of 
Arkansas which would set up a 
$1,000,000,000 corporation to make 3 
per cent loans to the farmers. In ad- 
dition, $300,000,000 would be used to 
establish a revolving fund for the re- 
tirement of farm-loan bonds bearing 
higher interest. Other provisions of 
the bill seek to strengthen the Federal 
Land Banks in order that they may 
be in a better position to refinance 
farm loans and mortgages. Senator 
Robinson, in commenting on his bill, 
explained that it was intended to 
“stop the wave of farm foreclosures 
and provide a simple means for the 
voluntary composition or extension 
of debts of good farmers who are un- 
able to meet their financial obliga- 
tions.” Other bills of a similar na- 
ture have been introduced in the 
Senate and House. 

The need for farm relief became 
more and more apparent during Janu- 
ary as reports came from the Middle 
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West of successful attempts to pre- 
vent Sheriff’s sales of farms on which 
taxes were overdue or mortgages had 
been foreclosed. From Ohio and Penn- 
sylvania westward to the Rockies 
there were stories of threats of vio- 
lence which prevented sales or forced 
the creditor to sell property at ridicu- 
lously low figures. Legislatures of the 
agrarian States have been besieged 
by farmers’ delegations, fighting 
against mortgages and taxes, demand- 
ing moratoria and tax reform. On Jan. 
19 the Governor of Iowa issued a 
proclamation asking mortgage holders 
not to foreclose until legislative bodies 
had an opportunity to enact emer- 
gency relief legislation. A similar ap- 
peal had been made by the Governor 
of Wisconsin a week earlier. As the 
ugly mood of the Middle West began 
to be understood in the East, Repre- 
sentative Kleberg of Texas introduced 
a joint resolution in Congress asking 
Governors to request the State courts 
to withhold foreclosure proceedings 
until relief legislation could be passed. 
A much more real measure of aid was 
extended by Eastern life insurance 
companies in an announcement on 
Jan. 30 that they would suspend fore- 
closure activities in Iowa until the 
Legislature of that State had enacted 
legal improvement of the position of 
debtors. By Feb. 1 the policy promised 
to become nation-wide. 


With the index of farm prices at 52 
per cent of the 1910-1914 level, with 
farm wages at the lowest point in 
thirty-four years, and with a record of 
forced sales which affected 9.5 per 
cent of the farms of the United States 
in the five years ended March 1, 1932, 
it is not strange that there has been 
an outcry from the Middle West. But 
in the midst of talk and proposals only 
one measure had passed Congress by 
Feb. 1—a bill carrying $90,000,000 in 
Federal credit for producing 1933 
crops. As security the government 
will take a first lien on the crops. 


The most exciting episode in the 
past month’s history of Congress un- 
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doubtedly arose out of the Senate de- 
bate on the Glass banking bill, par- 
ticularly the prolonged filibuster 
which prevented voting upon this plan 
for reforming the American banking 
system. Debate on the bill was opened 
on Jan. 5 by Senator Glass, who 
stressed particularly the need for 
branch banking if further extensive 
bank failures were to be prevented; 
later in the debate he cited the desire 
of the President-elect for the bill’s 
passage as a reason for favorable ac- 
tion in the Senate. Opposition to the 
bill has been apparent from its incep- 
tion and on Jan. 10 struck a snag 
when Senator Long of Louisiana or- 
ganized a filibuster which, with the 
aid of Senator Thomas of Oklahoma, 
was continued until Jan. 19. During 
those days, despite the pleas of Sena- 
tor Glass and threats of closure, the 
Senator from Louisiana refused to 
permit the Senate to vote upon a 
measure which he characterized as 
“imperialistic,” largely because of its 
approval of branch banking. On Jan. 
19 a proposal to apply closure was 
defeated, but it was agreed unani- 
mously to limit debate on the bill; 
the filibuster thus came to an end but 
another week was to elapse before 
passage was finally accomplished by 
a vote of 54 to 9. 

The Glass bill, as passed by the 
Senate, provided for necessary re- 
forms, though they were not as far- 
reaching as its sponsor had hoped. 
Six general provisions are embodied 
in the bill: (1) Federal Reserve credit 
to be restricted so as to be kept out 
of speculative channels; (2) security 
affiliates to be divorced from national 
banks within five years’ time; (3) 
branch banking by national banks to 
be regulated by laws of States in 
which banks operate; (4) a liquidat- 
ing corporation to be established to 
wind up affairs of closed banks; (5) 
the Federal Reserve Board to be 
authorized to remove officials of 
member banks found to be engaged 
in unsound practices; (6) holding 
companies for bank stocks to be 
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licensed and voting power to be lim- 
ited. While it is said that Mr. Roose- 
velt would like to see passage of the 
Glass bill by the House, it is not at all 
certain that in the closing weeks of 
the session anything can be done. 

In the midst of the debate on the 
Glass bill, the subject of inflation— 
which has again come to fore—was 
aired in the Senate. Many members 
of Congress are known to favor some 
sort of currency inflation as a means 
of raising prices and reducing debts, 
especially in agricultural regions. 
Their proposals vary from reducing 
the gold content of the dollar to print- 
ing fiat money, which could be dis- 
tributed through payment of the vet- 
erans’ bonus. By the middle of the 
month the agitation for inflation was 
noisy enough to bring forth a vigorous 
discussion of its dangers by the Sec- 
retary of the Treasury and a stand by 
leading bankers against any deprecia- 
tion of the currency. On Jan. 24 the 
issue of inflation was debated in the 
Senate as a result of amendments of- 
fered to the Glass banking bill, one 
of which would have revalorized silver 
at the ratio of sixteen to one; the 
other would have set the ratio at 
about fourteen to one, but would have 
required the Treasury to purchase 
enough silver to raise the price to this 
arbitrary standard—a boon to silver 
producers. Both amendments were 
overwhelmingly defeated. 

The position of many honest in- 
flationists was set forth by Senator 
Borah on Jan. 25, when he said that 
he advocated an “honest dollar” that 
would be fair to both debtor and cred- 
itor. While the issue of inflation is 
related to various proposals for re- 
storing economic activity, funda- 
mentally it concerns the historic 
battle between creditor and debtor 
which has been familiar in America 
for generations. That issue is at the 
heart of the present economic prob- 
lem, and let no man believe that he 
has heard the last of it. 

Another aspect of the problem was 
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presented in a special message from 
President Hoover urging Congress to 
revise the bankruptcy laws, “a matter 
of the most vital importance.” “It has 
a major bearing,” he said, “upon the 
whole economic situation in the 
adjustment of the relation of debtors 
and creditors. I therefore recommend 
its immediate consideration as an 
emergency action.” The message was 
received on Jan. 11; on Jan. 30 the 
House passed a bankruptcy reform 
bill which provided means of reducing 
the indebtedness and aiding the reor- 
ganization of the affairs of indi- 
viduals, railroads and business corpo- 
rations without the usual protracted 
delays. 

Three years and a half of declining 
economic activity have made America 
acutely conscious of its debt burden. 
Possibly that helps to explain the tre- 
mendous interest in the analysis of 
the economic structure presented by 
technocracy in the few weeks of its 
full life. [See the article, “‘Technocracy 
Offers a Cure,” in February CURRENT 
HisTory.] In any case, the fall in pri- 
vate incomes, corporate profits and 
government revenues forced the con- 
sideration of measures for relieving 
individuals, nay, the entire nation, of 
the fabulous debt total which, accord- 
ing to the National Industrial Confer- 
ence Board, approximates $200,000,- 
000,000. Farm debts stand at $11,000,- 
000,000 or $12,000,000,000; funded 
railroad obligations at $12,459,000,- 
000; public debt at $15,742,000,000; 
corporate debt which reached $74,- 
661,000,000 in 1929 has decreased 
greatly, as has private indebtedness, 
which in 1929 approximated $24,971,- 
000,000. Small wonder, then, that 
Congress and State Legislatures have 
been obliged to seek ways of staving 
off wholesale bankruptcy and ruin! 

One of the early governmental solu- 
tions was the setting up of the Recon- 
struction Finance Corporation. Dur- 
ing the first eleven months of its ex- 
istence it advanced $1,648,622,393 “to 
prevent the forced liquidation of as- 
sets of financial institutions, forestall 
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railroad receiverships and provide re- 
lief for the destitute”; $317,288,072 of 
this amount has been repaid. Whether 
the move was a good one or not is a 
question that is being debated now 
and is likely to be for many months; 
nevertheless, it undoubtedly prevent- 
ed a greater panic in financial circles 
than occurred, whatever else may 
have been its effect. 

Seemingly the R. F. C. has helped 
the banks to straighten out their 
sorry affairs; unfortunately, the same 
thing cannot be said for the railroads, 
which have sunk deeper and deeper 
into the economic morass. The Presi- 
dent-elect has been studying the rail- 
road situation in the hope of finding 
remedies which will assist them to 
become once more a healthy part of 
the economic structure. A definite 
program is certain to be set forth in 
the report of the National Transpor- 
tation Committee, of which Mr. Cool- 
idge was chairman. 


The business situation as a whole 
has shown little change. The New 
York Times business index for the 
week ended Dec. 31 was 56.7; it ad- 
vanced to 57.5 for the week ended Jan. 
7, but by the week ended Jan. 28 it 
stood at 54.0. Some business leaders 
professed to be hopeful about the im- 
mediate future, but their statements 
had to be weighed in the same balance 
with mounting receiverships and 
bankruptcies. Certainly to the observ- 
er it was discouraging to read that 
department store sales in December 
were 23 per cent lower than in the 
same month of 1931; that foreign 
trade during 1932 was the lowest 
since 1905; that wholesale prices fell 
9 per cent in the year; and that in- 
ternal revenue for the last six months 
of 1932 was $137,660,448 less than in 
the same period the year before. 


As throughout the economic de- 
pression, the number of unemployed 
is difficult to determine, but Presi- 
dent-elect Roosevelt on Jan. 17 placed 
the number at approximately 12,000,- 
000. The Department of Labor re- 
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ported four days later that employ- 
ment fell 0.4 per cent in December 
and payrolls 0.9 per cent. The Ameri- 
can Federation of Labor is fighting 
for legal enactment of the 30-hour 
week, a movement which has the sup- 
port of many economists. Conserva- 
tive bodies now have come to favor 
some sort of unemployment insur- 
ance, a desirable step, but one which 
comes too late to be of much use to 
those unemployed who are dependent 
upon the dole or upon charity, or 
who have sought to work out their 
own salvation through barter ex- 
changes or establishing a residence 
in a “Hooverville’ and finding food 
in some garbage can. 


Private sources of unemployment 
relief are breaking down; of that 
there is evidence on every hand; 
local and State aid is being strained 
to the danger point and loans from 
the R, F. C. to the States in many 
cases have approached legal limits. 
Work-sharing has not helped appre- 
ciably. For these reasons the La Fol- 
lette-Costigan bill, providing $500,- 
000,000 for direct-relief loans to the 
States has particular interest. This 
bill, which was reported to the Sen- 
ate on Jan. 26, would aid not only the 
States but would establish a fund of 
$15,000,000 to rehabilitate the hobo 
army. Like so much proposed legis- 
lation, this unemployment relief bill 
has been discussed with the Presi- 
dent-elect by its sponsors. 

Meanwhile, as schools and colleges 
curtailed their activities because of 
insufficient funds, as libraries, mu- 
seums and social services faced the 
new year without appropriations, and 
as stores continued to close their 
doors for lack of business, the Ameri- 
can people went drearily about their 
work—if they had any. Their only 
hope still lay in the system of which 
they have been a part, but which has 
broken down. Without expecting too 
much they looked to the President- 
elect and his party to start the system 
functioning smoothly again. 





Mr. Hoover on Philippine Independence 


NDEPENDENCE for the Philippines 

was brought much nearer when, on 
Jan. 17, the Senate of the United 
States concurred with the House in 
overriding President Hoover’s veto of 
the Hawes-Cutting bill. [For the pro- 
visions of the bill, see February Cur- 
RENT HIsTorY, pages 594-595.] The 
position taken by the President, based 
in part upon extensive reports that 
had been submitted to him by the Sec- 
retaries of State, War, Commerce and 
Agriculture, resembled that of many 
Americans who do not believe that the 
Filipinos are yet capable of self-gov- 
ernment. It did more than that, how- 
ever; it reviewed the history of the 
islands under American rule, ex- 
amined their present political and 
economic position in relation to 
the world at large and discussed the 
probable effect upon that position if 
independence were to be achieved 
under the provisions of the proposed 
act. 


From the first it had been expected 
that President Hoover would oppose 
the independence bill. He declared 
that in holding the islands the 
United States had a threefold re- 
sponsibility—“responsibility to the 
Philippine people, responsibility to the 
American people and responsibility to 
the world at large.” Independence 
must not be given to the Filipinos in 
such a way as “to project them into 
economic and social chaos, with the 
probability of a breakdown in govern- 
ment, with its consequences in de- 
generation of a rising liberty which 
has been so carefully nurtured by the 
United States.” The President said 
that separation from the islands must 
be accomplished “so as to avoid the 
very grave dangers of future con- 
troversies and seeds of war with other 
nations” and at the same time inde- 
pendence must not bring ‘more chaos 
into a world already sorely beset by 
instability.” 


In reviewing the provisions of the 
independence bill, the President ex- 
pressed the opinion that the period of 
probation established was too short 
for easy adjustment; as a result Phil- 
ippine social and economic life would 
be disrupted at a great cost in human 
suffering. Such conditions would in- 
volve the American Government in 
“years of military occupation among 
a degenerating economic and social 
life with all its governmental difficul- 
ties.” Mr. Hoover did not hesitate 
to point out the selfish motives 
which had inspired the passage 
of the bill or to call attention to the 
economic fallacies inherent in the rea- 
soning of those who had supported 
it because of the possible benefits 
to American agriculture. 


In the light of the present situation 
in the Far East, it was probably 
natural for the veto message to dis- 
cuss carefully and at length the in- 
ternational aspects of granting Philip- 
pine independence. Mr. Hoover de- 
clared that the infiltration or forcible 
entry into the islands of the surplus 
peoples of the neighboring Oriental 
countries promised to be dangerous 
to future stability. “Many of these 
races are more devoted to commer- 
cial activities than the population of 
the islands, and the infiltration is con- 
stant and fraught with friction. Nor 
has the spirit of imperialism and 
exploitation of peoples by other races 
departed from the earth.” “The 
political dangers of the situation are 
greatly increased by the present 
political instability in the Orient.” 
What would be the legal position of 
the United States if foreign attacks 
should be made upon Philippine in- 
dependence the bill does not make 
clear; President Hoover insisted that 
a proper act of independence would 
define the commitments of the United 
States, whether or not it assumed re- 
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sponsibility to maintain and defend 
the independence of the Filipinos. 

In conclusion the President added: 
“Neither our successors nor history 
will discharge us of responsibility for 
actions which diminish the liberty 
we seek to confer nor for dangers 
which we create for ourselves as a 
consequence of our acts. This legis- 
lation puts both our people and the 
Philippine people not on the road to 
liberty and safety, which we can de- 
sire, but on the path leading to new 
and enlarged dangers to liberty and 
freedom itself.” 

But neither the strong language of 
the message nor the publication of 
the reports submitted by the Cabinet 
members carried weight with Con- 
gress. The President’s veto message 
was sent to Congress on Jan. 13 and 
within two hours ofits reception had 
been overridden in the House by a vote 
of 274 to 94, Final action by the Senate 
was delayed until Jan. 17 because of 
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the filibuster over the Glass banking 
bill; on that date, after Senators as 
far apart as Borah, La Follette and 
Bingham had spoken for the bill, the 
Senate voted by 66 to 26 not to sus- 
tain the veto. In Congress, however 
much selfish and altruistic motives 
may have been mixed, the general 
opinion seemed to be that, while the 
bill might not be wholly satisfactory, 
it was the best that could be enacted. 
Despite press attacks upon the method 
of setting the Philippines free, the 
American people remained unmoved 
by either the method of cutting loose 
from the islands or the fact that a 
colonial possession was being given up. 
The réle of the islands in American 
foreign policy apparently received 
little attention in Congress and cer- 
tainly not in the country at large, 
which has never been interested in the 
Philippines and retains the traditional 
hostility toward foreign entangle- 
ments, particularly in the Far East. 


Unrest and Disorder in Cuba 


By CHARLES W. HACKETT 


Professor of Latin-American History, University of Texas; 
Current History Associate 


|G yew January the unsettled 
conditions which have so long 
prevailed in Cuba seemed to fore- 
shadow another crisis in the affairs 
of the republic. Anti-government 
sentiment was reported to be seething 
throughout the island as a result of 
the killing of two students early in 
the month. 

The body of 17-year-old Juan Gon- 
zalez Rubiera was found riddled with 
bullets in Havana three hours after 
he had been arrested on a charge of 
attempting to assassinate a secret ser- 
vice sergeant. The other student, 
Angel Alvarez Fernandez, was found 
in a suburb of Havana fatally wounded 
shortly after his arrest on a charge of 


complicity in the assassination last 
September of Dr. Vasquez Bello, presi- 
dent of the Senate. This killing oc- 
curred only a few hours after United 
States Ambassador Guggenheim had 
unofficially interceded for Fernandez 
and had secured from Secretary of 
State Ferrara the promise of a fair 
trial for the youth, The murder of the 
two students was followed by the is- 
sue by “ABC,” a secret organiza- 
tion of students and others pledged to 
unrelenting and militant opposition to 
President Machado, of the following 
order to all of its members: “Shoot it 
out with the police if they attempt to 
arrest you, as you will probably be 
killed anyway.” 
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The body of a third student, 
Mariano Gonzalez Gutiérrez, was 
found on Jan. 15, several hours after 
he was reported to have been arrested 
and taken to secret service headquar- 
ters, charged with terroristic activity. 
A formal demand for an investigation 
and the punishment of policemen re- 
sponsible for the death of Gutiérrez 
was presented to the Cuban State De- 
partment on Jan. 20 by the Spanish 
Embassy, which claimed that the 
murdered youth was a Spanish 
subject. The note from the Spanish 
Embassy placed the responsibility for 
the youth’s death squarely on the 
Cuban Government and asserted that 
the Spanish Government reserved the 
right to demand an indemnity. In a 
second note on Jan. 21 the Spanish 
Government demanded that local 
Spanish newspapers be permitted to 
publish a communication from the 
Spanish Embassy denying assertions 
attributed to Secretary of State Fer- 
rara in the official Diario de la 
Marina, that the first note of the 
Spanish Embassy had dealt only with 
the nationality of the boy. 


Street disorders in four Cuban cities 
—Havana, Matanzas, Santa Clara and 
Santiago—marked the third anniver- 
sary, on Jan. 10, of the killing of Julio 
Antonio Mella, student leader and 
radical agitator. He and Rafael Irejo, 
another student, who was slain in 
September, 1930, have been adopted 
as unofficial “martyrs” by the radical 
youth of Cuba. Seven students were 
wounded, one probably fatally, during 
the demonstration. Three persons 
were injured and fifteen were arrested 
on Jan. 22 when Havana police broke 
up an anti-Machado parade. 

The first censorship of English- 
language newspapers in Havana in the 
history of the Cuban Republic went 
into effect on Jan. 9. Censorship of 
Spanish-language newspapers by the 
Department of the Interior, which has 
existed for three years, was lifted on 
Jan. 3, only to be replaced immedi- 
ately by a military censorship. 

The censorship of English news- 
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papers was directed chiefly against 
The Havana American, which has per- 
sisted in printing articles critical of 
the Machado Administration. Its edi- 
tor, John T. Wilford, an American 
citizen, was deported from Cuba more 
than a year ago because of his criti- 
cism of the Machado régime, but later 
he was permitted to return. Protest 
against the alleged unconstitutionality 
of the censorship of his paper has 
been filed by Wilford with the United 
States Embassy. 


The stringent military censorship 
of all Havana newspapers was re- 
ported on Jan. 10 to have reached a 
point where it was virtually impossi- 
ble for them to print any local news. 
At the same time it was reported that 
all American dispatches which alluded 
to Cuban conditions were being elimi- 
nated from Cuban papers. The censor- 
ship regulations were still further 
stiffened on Jan. 11, when newsdealers 
and importers of foreign publications 
were required to present at the of- 
fice of the Chief of the Cuban Army 
a copy of these publications for cen- 
sorship before placing them on sale. 
Later, on the same day, a decree or- 
dered the confiscation of all periodi- 
cals found to contain matter offensive 
to the government of President Ma- 
chado. As a consequence, four of the 
largest news stands the next day re- 
fused to accept New York daily news- 
papers for sale. On Jan. 14 the au- 
thorities confiscated several hundred 
copies of various New York dailies 
that carried dispatches concerning the 
military censorship in Cuba. 

The removal of the censorship over 
American publications circulating in 
Cuba was announced by Secretary of 
State Ferrara on Jan. 14. “We found 
it was all a mistake, an order badly 
interpreted,” he stated. Although it 
was declared no longer necessary to 
submit to the censors a copy of each 
publication imported, newsdealers 
were warned not to sell any magazine 
containing criticism of the Machado 
Government. Later in the month the 
Jan. 16 issue of the American weekly 
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magazine Time and the Jan. 25 issue 
of The New Republic were confiscated 
by Cuban military censors. 

The creation of a Cuban militia in 
accordance with a decree signed by 
President Machado on Feb. 1, 1932, 
was begun on Jan. 10. On that day a 
Presidential decree ordered the for- 
mation, for two years or for the 
“duration of the state of war’ exis- 
tent in Havana Province, of the first 
company of the militia, to be com- 
posed of 100 men in the Fifth Military 
District, which embraces Havana 
Province. The Opposition criticized the 
creation of the militia as being directly 
against President Machado’s profes- 
sions that he desired to conciliate his 
enemies and bring about peace. Mean- 
while, violence and unrest in Cuba 
continued. 


In protest against the “dictator- 
ship” of President Machado, Repre- 
sentative Fish of New York intro- 
duced a resolution in the United 
States Congress on Jan. 12 which 
would authorize President Hoover to 


extend the good offices of the United 
States to bring about ‘mutual under- 


standing and amity” between the 
Cuban political factions, and to “re- 
store civil rights in Cuba.” 


CLAIMS AGAINST MEXICO 


The Mexican Foreign Office on Jan. 
10 announced the settlement of Span- 
ish claims for damages arising out of 
the revolutionary disorders between 
1910 and 1920. Mexico is to pay dam- 
ages of approximately 2.19 per cent of 
the original Spanish claims, which 
amounted to 184,100,156 pesos. [At 
par the peso is worth 49.846 cents. ] 
Only the claims of the United States 
on behalf of its nationals are still un- 
settled. 

In accordance with the policy in- 
itiated by President Rodriguez against 
anti-government agitation, Federal 
troops early in January disarmed 
more than 5,000 irregulars in the 
State of Vera Cruz. In Mexico City 
nine Communist leaders were ar- 
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rested. The first of these measures 
carried out a decree of Jan. 10, which 
ordered the disarming of all agrarian 
guards in Vera Cruz. These rural 
guards, of whom there were between 
15,000 and 25,000, had originally been 
inducted into the Federal army to 
maintain order in the State. In prac- 
tice, however, it was found that they 
were being used by disgruntled local 
leaders for the purpose of opposing 
government policies. 


HONDURAN REBELLION ENDS 


By the middle of January the gov- 
ernment of Honduras had succeeded 
in suppressing the Liberal rebellion, 
which had lasted two and one-half 
months. The occupation on Dec. 30 of 
the important Pacific coast port of 
Amapala, which had been captured 
by rebels on Dec. 12, marked the 
climax of the rebellion. The same day 
rebel forces which had threatened to 
attack Tegucigalpa, the capital, began 
to retreat southward. A decree of Jan. 
4 reopened the port of Amapala to 
international navigation and an of- 
ficial report of the same date stated 
that the rebels were in full retreat 
toward the Nicaraguan frontier. The 
leader of the rebellion, General José 
Maria Reyna, and eight other rebel 
Generals crossed into Nicaragua on 
Jan. 5 and surrendered to the Nica- 
raguan National Guard. Another im- 
portant victory over rebel forces under 
General José Antonio Sanchez was an- 
nounced by the Honduran Govern- 
ment on Jan. 14. Sanchez and his staff 
also fled into Nicaragua. After back- 
ing up its victory at the polls with 
victory on the field of battle, the 
Nationalist-Conservative party was 
at last in a position to take over the 
government on Feb, 1 for a four-year 
term. 


CENTRAL AMERICAN, TREATY. 


By a decree signed on Dec. 24, Presi- 
dent Jiménez Oreamuno of Costa Rica 
carried out his announced intention 
to repudiate the general treaty of 
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peace and amity signed in 1923 by 
the five Central American republics. 
Similar action was taken on Dec. 28 
by El Salvador, which had been un- 
able, because of the treaty, to obtain 
recognition from its neighbors and 
the United States. The treaty con- 
tinues to be binding on the other three 
signatories, but it can lapse entirely 
if denounced by a third State. 


SANDINO MAKES PEACE 


Owing to the activity of the San- 
dinista rebels the entire Republic of 
Nicaragua, with the exception of the 
four southwestern Provinces of Rivas, 
Granada, Masaya and Carazo, was 
placed under martial law on Jan. 22. 
Apparently, however, General Sandino 
had been negotiating with his old 
chief, Dr. Juan B. Sacasa, now Presi- 
dent of Nicaragua. On Feb. 2 Sandino 
flew to Managua and after being 
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closeted with President Sacasa indi- 
cated that he had made peace. The 
departure of the American marines 
made reconciliation possible, but it 
may not be easy, even with Sandino’s 
full cooperation, to disband his 
guerrilla troops, who have lived by pil- 
lage for the last five years. 


HONDURAN-GUATEMALAN 
BOUNDARY 


A settlement of the century-old 
boundary dispute between Guatemala 
and Honduras was reached on Jan. 
23, when Chief Justice Charles Evans 
Hughes, as chairman of the special 
boundary tribunal, handed down an 
award which divided the area under 
dispute essentially on the basis of 
actual occupation. The treaty of 1930, 
which created the arbitral tribunal, 
binds the disputants to accept the 
award. 


South American Peace Hopes 


By HENRY GRATTAN DOYLE 


Professor of Romance Languages, George Washington University; 
Current History Associate 


tT the end of January powerful 
A neutral disapproval seemed at 
last to promise the solution of South 
America’s two boundary disputes. 
Thus the already overlong chapter of 
“wars and rumors of wars” in that 
continent may soon come to its close. 
The Chaco trouble between Bolivia 
and Paraguay has taken a tremendous 
toll of human life, even if one dis- 
counts official statements of “enemy” 
losses, while the Leticia quarrel, of 
which the relative inaccessibility of 
the scene of conflict has mercifully 
prevented an earlier clash, has ap- 
parently paused on the verge of the 
explosion for which the events may 
any day provide the spark. If the 
unparalleled neutral pressure of re- 


cent weeks fails to stop the war in 
the Chaco and prevent a war between 
Peru and Colombia over Leticia, the 
setback would do incalculable harm 
to the whole modern conception of 
adjustment of international disputes, 
in the development of which Latin- 
American jurists and statesmen have 
played an important part. 

The break-down of the Washing- 
ton negotiations over the Chaco un- 
der the auspices of the five neutral 
governments—Colombia, Cuba, Mex- 
ico, Uruguay and the United States— 
which resulted from the recall of the 
Paraguayan representative, Dr. Juan 
José Solér, late in December, served, 
if it did nothing else, to focus atten- 
tion upon the situation thus created. 
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The notes of the neutral commission, 
dispatched—apparently as a last hope 
—to the nearest neighbors of the war- 
ring countries—Argentina, Brazil, 
Chile and Peru—urging their cooper- 
ation in bringing about peace between 
the two countries, at once moved the 
diplomatic centre of interest to a 
point so much nearer practical events 
that more fruitful results were likely 
if the nations concerned would heed 
the plea. Peru’s help, in view of her 
own difficulties, could hardly have 
been expected, but the other countries 
seem to have risen to the occasion. 
Their comparative proximity to the 
theatre of war, their potential mil- 
itary and naval power and, last, the 
fact that they are South American 
States similar in cultural and polit- 
ical background to the countries at 
war, give Argentina, Brazil and Chile 
a decided advantage over other 
neutral efforts. Not the least of the 


advantages of their geographical situ- 
ation is the ease with which they 


could shut off all foreign commerce 
to either Bolivia or Paraguay, there- 
by depriving the combatants of es- 
sential supplies, while in the last an- 
alysis their military strength would 
make armed intervention an effec- 
tive possibility. With varying em- 
phasis, and in somewhat different 
terms, the same thing may be said of 
the advantages of the ABC powers 
in a settlement of the Leticia affair, 
where Brazil holds a special strategic 
position. 

With relative stability restored in 
the ABC countries, the call of the 
Washington neutral commission came 
at a propitious time. Argentina, 
whose isolationist policy under former 
President Irigoyen has been com- 
pletely reversed under the Justo ad- 
ministration, had proposed an anti- 
war pact limited to the South Amer- 
ican nations, while a personal con- 
ference between President Vargas and 
President Justo, ostensibly to discuss 
commercial relations, was under con- 
sideration. Brazil, because of her ter- 
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ritorial interests on the Upper Am- 
azon, was concerned over the prospect 
of violation of her neutrality in case 
hostilities broke out between Peru 
and Columbia, while the passage of a 
Colombian flotilla up the Amazon 
toward Leticia gave her an added re- 
sponsibility. Chile was reported in 
mid-January to have made definite 
proposals for a truce to Paraguay and 
Bolivia. While reports of diplomatic 
activity in the three capitals were 
continuing, the Argentine Minister of 
Foreign Affairs, Dr. Saavedra Lamas, 
and the Chilean Foreign Minister, Dr. 
Miguel Cruchaga Tocornal, met on 
Feb. 1 at Mendoza, on the Argentine 
slope of the Andes, where it was re- 
ported that they would negotiate not 
only a commercial treaty which, 
among other things, would assure con- 
tinued operation of the Transandine 
Railway, but an agreement for joint 
action to end the Chaco embroglio. 


In the meantime the United States 
has not ceased its activities, seconded 
by the League of Nations, with respect 
to both border disputes. Secretary 
Stimson has particularly concerned 
himself with efforts to prevent armed 
conflict over Leticia. When Colombia 
on Jan. 3 rejected the possibility of 
recourse to the Permanent Commis- 
sion on Inter-American Conciliation, 
on the ground that the controversy 
involved Colombia’s right to maintain 
order within her own territories, that 
avenue of approach was apparently 
closed. Brazilian efforts at mediation 
likewise appeared at first glance to 
have little chance of success because 
of popular insistence in Colombia upon 
the same point of view. On Jan. 23, 
however, international agencies were 
invoked by the two countries. Peru 
called the attention of the League of 
Nations to the progress of the Colom- 
bian flotilla up the Amazon, while 
Colombia, in a note to the United 
States and other signatories to the 
Briand-Kellogg pact, requested them 
to call Peru’s attention to its obliga- 
tion, aS a co-signatory, to renounce 





SOUTH AMERICA 


war as an instrument of national 
policy. Colombia also cited notes ex- 
changed with Peru to make clear its 
position, particularly a telegram from 
General Victor Ramos of Peru to Gen- 
eral Alfredo Vasquez Cobo of Colom- 
bia on Jan. 6, in which the Peruvian 
commander declared that he intended 
to “take military measures” to pre- 
vent Colombian troops from entering 
Leticia. 


Secretary Stimson promptly called 
a conference in Washington of the dip- 
lomatic representatives of the signa- 
tories to the pact, and on Jan. 25 sent 
a note to Peru in which he reminded 
her not only of her adherence to the 
non-aggression agreement signed at 
the conference of American States in 
1928, but also of the fact that only last 
August she had signed a declaration 
by the American States denouncing 
resort to arms and declaring that ter- 
ritorial gains made by force would 
not be recognized by the governments 
of the Western Hemisphere. This 


declaration, called forth by the Chaco 


dispute, emphasized Peru’s rather 
delicate diplomatic position. The Sec- 
retary’s note firmly supported the 
Brazilian proposals for ending a situa- 
tion, which involve the transfer of 
Leticia to the Brazilian Government 
for provisional administration, fol- 
lowed by restoration of the deposed 
Colombian officials and negotiations 
for consideration of the Salomon- 
Lozano treaty—by which Peru ceded 
Leticia to Colombia—“for the pur- 
pose of finding a formula susceptible 
of reciprocal acceptation, and which 
shall include economic, commercial 
and cultural measures which may 
constitute a closer moral bond in the 
form of a territorial statute adequate 
for such purpose and peculiar to that 
region.” Colombia, according to the 
note, had already accepted the 
Brazilian proposals, 

On Jan. 26 the Council of the 
League of Nations called the atten- 
tion of Peru to her duty as a member 
of the League, “not to hinder Colom- 
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bian authorities from the exercise of 
full sovereignty and jurisdiction in 
the territory recognized by treaty to 
belong to Colombia.” The League 
also asked Colombia to “limit its ac- 
tion strictly to preservation of order 
in its own territory” and to take pre- 
cautions to avoid violation of Pe- 
ruvian territory. The Peruvian re- 
ply on Jan. 28 professed loyalty to 
the Briand-Kellogg pact and other in- 
ternational non-aggression agree- 
ments, but refused to desist from the 
protection of her citizens who on 
Sept. 1, 1932, seized Leticia. The note 
accused Colombia of an aggressive 
attitude, referring in support of this 
claim to Colombian loans and pur- 
chases of war materials. In a tele- 
gram to the League of Nations on the 
same day the Peruvian Foreign Min- 
ister declared that Peru intended to 
“uphold the established rights of 
minorities and defend our nationals.” 


Strong support of the position 
taken by the Department of State and 
the League of Nations was quickly 
forthcoming from the other American 
States. On Jan. 31, however, Presi- 
dent Luis M. Sanchez Cerro of Peru 
in a published statement declared 
that “the best way for Colombia and 
Peru to reach an agreement in the 
controversy over Leticia is by direct 
negotiation.” The Salomdén-Lozano 
treaty, according to the Peruvian 
President, was “imposed upon Peru in 
a very unhappy hour, against national 
public opinion.” He also claimed that 
“the provisions of the Salomoén- 
Lozano treaty not only were not car- 
ried out by Colombia, but created an 
acute problem of irredentism within 
the limits of the zone unduly ceded to 
Colombia by Peru.” This statement, 
of course, all but repudiated the 
treaty. 


Reports of military operations in 
the Leticia zone relate principally to 
Peruvian and Colombian troop con- 
centration and the progress of the 
Colombian flotilla up the Amazon. 
On Jan. 9 the squadron arrived at 
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Manaos, 1,000 miles up the river from 
Para, and about 1,300 miles below 
Leticia; here the ships remained 
until Jan. 23, when they sailed for 
Teffé, about 700 miles further up the 
river. The delay at Manaos appar- 
ently followed receipt of orders hold- 
ing the fleet there pending the out- 
come of Brazilian efforts to compose 
the situation. Undoubtedly it was 
the departure of the fleet that 
brought about neutral intervention. 


FIGHTING IN THE CHACO 


After a week’s cessation of hos- 
tilities because of heavy rains, the 
Bolivians on Jan. 8 resumed the offen- 
sive in the Chaco, when they cap- 
tured two Paraguayan forts, the old 
Fort Mariscal Carlos Antonio Lépez 
and the new Fort Lopez, the latter 
being one of the chief outposts of 
Nanawa (Fort Presidente Ayala), the 
Paraguayan southern headquarters. 
Capture of Fort Lopez brought the 
Bolivians to their furthest eastward 
point since the offensive began, their 
lines being only about 150 miles from 
Concepcion and about 175 from Asun- 
cion. Paraguayan efforts during the 
following week to recapture Fort Cor- 
rales, in the north, met with failure. 
On Jan. 15 and 16 the Bolivians re- 
newed their attack on Fort Presidente 
Ayala (Nanawa) but were repulsed. 
On Jan. 20 they attacked again in 
one of the heaviest offensives since 
the unofficial war began. After nine 
days of sanguinary fighting, in which 
General Hans Kundt sent wave after 
wave of Bolivian troops against the 
Paraguayans, the latter still remained 
in possession of the fort. Dispatches 
from Buenos Aires estimated the casu- 
alties on the two sides at more than 
6,500 killed and wounded. Bolivian 
artillery fire was reported as causing 
many casualties among the defenders. 
Almost simultaneously with this at- 
tack, the Bolivians launched attacks 
against Forts Boquerén and Arce, in 
the central sector, so that on Jan. 23 
practically the entire 95-mile front in 
the Chaco was engaged. While Nan- 
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awa still held out, it was reported as 
suffering severely from Bolivian ar- 
tillery fire, which practically encircled 
the fort. 

Heavy rains put an end to major 
operations on Jan. 28, the flooded 
swamps making it impossible to trans- 
port troops and artillery in the south- 
ern sector. Observers reported that 
even though the Bolivians may cap- 
ture Nanawa, they will find it impos- 
sible to make any further advances 
in the south until the roads dry up, 
which may not be until April. During 
the next two months, according to 
these observers, the only possibility 
of important advances is in the north, 
in the direction of Fort Boquerén. It 
was reported that General Kundt re- 
turned to La Paz on Jan. 28, an in- 
dication perhaps that no immediate 
Bolivian offensive was under consid- 
eration. 


As the month closed it appeared 
that despite heavy losses of men the 
Bolivians had not been able to main- 
tain the pace of their December offen- 
sive. While the Paraguayans have 
suffered heavily, they are still hold- 
ing the key points of their defense. 
The rainy season, which they looked 
to as an ally in October, and whose 
disadvantages the Bolivians had 
previously overcome, seemed at last 
to have prevented the Bolivians from 
moving forward. 


Rumors that oil was at the bottom 
of the Chaco conflict resulted in 
a statement on Jan. 25 by the Stand- 
ard Oil Company of New Jersey deny- 
ing that it was aiding Bolivia finan- 
cially or materially in the war. Ac- 
cording to the company’s statement, 
Bolivia had confiscated or comman- 
deered motor and animal transport 
equipment belonging to the company, 
for which the company had entered 
claim for reimbursement. Rumors 
that the company was interested in 
a pipe-line to the Paraguay River 
were also flatly denied. ‘There is 
no such pipe-line and none is in con- 
templation,” the company declared. 





De Valera Victorious 


By J. BARTLETT BREBNER 
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WING to the slowness of calcu- 

lating final returns under the 
transferable vote system of the Irish 
Free State, the complete results of the 
election of Jan. 24 were only tenta- 
tively available a week later. Mr. de 
Valera’s party, Fianna Fail, secured a 
clear majority of one over the other 
four parties combined. Under a non- 
transferable system, his party could 
almost have filled the Dail Eireann. 
During the election, his chief oppo- 
nent, William T. Cosgrave, leader of 
the Cumann na nGaedheal, moved a 
considerable distance toward Mr. de 
Valera’s position in regard to the 
oath of allegience and the payment of 
annuities to Great Britain. Labor was 
careful not to preclude its cooperation 
with Fianna Fail so that de Valera’s 
slender majority can be increased by 
Labor’s eight members. The two new 
Centre groups, farmers and business 
men, were more outright in their op- 
position. De Valera’s relatively un- 
compromising appeal won the voters, 
and seemingly would have done so 
even if his opponents had had the 
time to sink their differences in some 
kind of a coalition. 


Although the establishment of a re- 
public was not an issue, the election 
was largely interpreted to be on the 
question of Ireland versus England. 
“The British Government,” Mr. de Va- 
lera said, “wants Cosgrave to win this 
election.” Mr. de Valera’s opponents 
needed police protection. Fianna Fail 
did not. Cosgrave would negotiate 
with the British Government. De Va- 
lera would not. He asked support to 
secure the realities of equality with 
the United Kingdom by paying the 
price in shaking off economic depen- 


dence. His dream of an Irish Free 
State, like France, economically self- 
sufficient, was continually to the fore. 
“If we cannot have silk shirts, let us 
have Irish homespuns.” He promised 
to halve the farmers’ payments of an- 
nuities and to let Great Britain wait 
for the money until she recognized 
Ireland’s case. Mr. Cosgrave believed 
that membership in the British Com- 
monwealth and a share in the benefits 
of the Ottawa agreements were essen- 
tial to Irish prosperity. He was sure 
the annuities question could be nego- 
tiated on a basis of capacity to pay. 

As a result of the election, the bill 
to abolish the oath of allegiance, 
which the Senate held up, will auto- 
matically become law. “The present 
Senate will certainly disappear,” Pres- 
ident de Valera announced on Jan. 28, 
but he indicated that a body half the 
size, representing vital economic in- 
terests, might take its place. He said 
he would continue his efforts to abol- 
ish the office of Governor General. 
His new slogan for the country was 
“Hard Work for All.” In spite of great 
pressure from the Irish Republican 
Army, he was prepared to wait on 
events so far as the incorporation of 
Ulster was concerned. With the elec- 
tion behind him, the long-postponed 
budget was the immediate problem. 
A huge governmental deficit, declin- 
ing trade and increasing trade def- 
icits, unemployment and labor unrest 
were the unhappy heritages of his 
electoral success. On the other hand, 
he has been strengthened in his con- 
flict with Great Britain, whose gov- 
ernment can no longer believe that he 
has not a popular mandate for his 
policies. ' 
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BRITISH ECONOMIC CONDITIONS 


The British Parliament was not in 
session during January, and the few 
Cabinet meetings which were held were 
devoted to the question of war debts. 
There was much public discussion of 
what Great Britain could pay to the 
United States without bleeding her- 
self white. As Reginald McKenna 
pointed out early in January, the gov- 
ernment had, in the exchange equal- 
ization fund, invented a most inge- 
nious instrument for paying the debt 
in gold bought with low-interest-bear- 
ing Treasury bills. It has since taken 
advantage of the usual seasonal rise in 
sterling to buy dollars and francs and 
thereby both keep sterling down and 
acquire gold balances to recoup itself. 
Yet mere ingenuity was not enough. 


Did Great Britain go downhill dur- 
ing 1932? In February, 1932, the 
Board of Trade estimated that the 
United Kingdom had, during 1931, 
spent £110,000,000 of its accumulated 
capital. A preliminary estimate for 
1932 has put the figure at £80,000,- 
000. Since the Lausanne agreement, 
British payments to the United States 
—at the rate of $200,000,000 a year— 
have not been balanced by any receipts 
from her foreign debtors. The record- 
ers of 1932 were unanimously agreed 
that British economic conditions had 
not improved sufficiently for payments 
to go on except by steady depletion of 
the national capital. They were rein- 
forced by the economists, who con- 
nected the debt payments with the 
decline in commodity prices and the 
increasing rate of decline in interna- 
tional trade. 


In general, it was felt that British 
economic conditions were no better 
and probably a little worse at the be- 
ginning of 1933 than a year before. 
Unemployment was a good index; in 
spite of a Christmas improvement 
which brought the total down to 
2,723,287 on Dec. 19, that was 213,366 
more than in 1931. A comparison with 
1923 showed that there had been a 
very slight increase in the number of 
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employed, but that it was completely 
eclipsed by an increase of 15 per cent 
in the number of employable insured 
workers. Far more serious was the re- 
port of the Poor Law administration, 
which showed that the proportion per 
10,000 of the population of those (un- 
insured) in receipt of Poor Law aid 
had risen from 244 in September, 
1931, to 321 at the end of 1932. 

The picture of industry and trade 
was more encouraging. British ex- 
ports increased slightly but steadily 
in October, November and December, 
1932, and in spite of a drastic reduc- 
tion in imports, even re-exports im- 
proved. During December, as com- 
pared with 1931, exports were £36,- 
570,000 (£37,614,000), imports £60,- 
630,000 (£77,027,000) and the trade 
deficit £24,060,000 ( £39,413,000). Brit- 
ish shipping and shipbuilding im- 
proved with some suddenness in the 
past month. The steel industry, shel- 
tered by high tariffs, improved in 
1932 over 1931 and at the end of the 
year increased its exports. The Mid- 
land textile producers reported a 
small but definite increase in exports 
to the Dominions and India, following 
the Ottawa agreements. The pound 
sterling rose to $3.393, on Jan. 31. 
The cost of living remained about the 
same, as wholesale prices fluctuated, 
with a slight tendency downward. 

The British have continued to claim 
that reparations and the war debts 
are intrinsically a bad thing for both 
creditors and debtors and have tried 
to insist that they should be abolished 
or drastically modified without refer- 
ence to other problems. This refusal 
to consider bargaining has recently 
had to yield to realities, and a return 
to the gold standard and alteration 
of the Ottawa agreements have 
emerged as the chief desiderata of the 
United States. The British reply, 
whether from the Chancellor of the 
Exchequer or from champions of in- 
flation, has been uniformly to the ef- 
fect that Great Britain cannot tell for 
a long time at what point the pound 
should be valued in gold and certainly 





THE BRITISH EMPIRE 


not before reparations and war debts 
are permanently settled. 

As for the Ottawa agreements, on 
Jan. 30 the British Board of Trade 
announced that from April 1, 1933, 
Dominion products must have a 50, 
instead of a 25, per cent empire con- 
tent to enjoy imperial preference. 
This move will chiefly affect about 
1,000 American factories in Canada, 
many of which used to do little more 
than assemble parts manufactured in 
the United States, obtaining an al- 
most complete customs drawback 
when they exported the finished prod- 
uct. The question of empire content 
was left to separate discretion at Ot- 
tawa. During the negotiations there 
a few manufacturers who really manu- 
facture in Canada expressed indiffer- 
ence, but the majority announced that 
they would close their Canadian 
plants and emigrate to Great Britain 
if the Canadian demand on the United 
Kingdom for a 50 per cent empire 
content were granted. Authoritative 
reports at the end of January, how- 
ever, indicated that most of these 
manufacturers had employed the in- 
terval since the Ottawa Conference to 
alter their materials and processes to 
satisfy the 50 per cent regulation. 


In spite of denials, Great Britain 
was deliberately strengthening the 
weapons with which she must bar- 
gain. In addition, the shipping group 
revived their agitation against what 
they called the “dumping of services” 
by the United States in the form of 
generous subsidies to domestic ship- 
building and shipping and of exclu- 
sion of foreign ships from coastal 
navigation. They referred bitterly to 
the inclusion of the Hawaiian islands 
in American coastal traffic and asked 
that the Australia-New Zealand run 
be declared coastal by Great Britain 
in reprisal. 

No new trade agreement has yet 
been concluded by the United King- 
dom with countries outside the Ottawa 
agreements. The British Liberals 
and some other groups have renewed 
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their attacks on the Ottawa settle- 
ment and have openly welcomed the 
possibility that Anglo-American debt 
negotiations may alter them. 


CANADIAN AFFAIRS 


There has been a distinct lull in 
Canadian affairs since the beginning 
of the year. Parliament was not in 
session, and the annual conference of 
provincial Premiers with the Domin- 
ion Government apparently got no- 
where in coordinating unemployment 
policies because, although the Do- 
minion Government has recently been 
providing most of the money, adminis- 
tration of the services is constitution- 
ally a provincial matter. The socialistic 
movement in Alberta, known as the 
Cooperative Commonwealth Federa- 
tion, startled the East a little by the 
enthusiasm shown for it at some 
public meetings and by securing the 
affiliation of the United Farmers of 
Ontario, an organization which gov- 
erned Ontario shortly after the war. 
The Conservatives thundered abuse 
and the Liberals set to work to capi- 
talize for their party some of the 
opposition to Prime Minister Bennett 
which was demonstrated by the suc- 
cess of the Western radicals. The tar- 
gets at which they chiefly aimed were 
the Ottawa agreements and trade re- 
strictions generally. 

Wheat prices remained about 15 
cents a bushel lower than last year 
in spite of a continued decline in the 
Canadian dollar, which stood at 84 
cents in New York on Jan. 31. The 
export of $7,500,000 in gold in De- 
cember and of $5,000,000 in January, 
and the continuance of a trade sur- 
plus, failed to check the decline. It 
was largely attributable to the diver- 
sion of Canadian trade from the United 
States to Great Britain which has been 
greatly accelerated by the Ottawa 
agreements. 

Mr. Bennett set his face against all 
talk of inflation or of failure to meet 
contractual obligations. He put the 
figure of all Canadian capital and in- 
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terest contracts for 1933 in the United 
States at $266,124,124 and declared 
that Canada would pay. If the Cana- 
dian dollar continued to decline, how- 
ever, it seemed that Canada would 
have to buy gold, probably in London, 
for shipment to New York. In fact, the 
financial situation was very difficult. 
The national deficit for the nine 
months ended Dec. 31 was $28,000,000, 
not inclusive of the increasing burden 
of the bankrupt national railways. 
The Canadian Pacific Railway was 
also in difficulties, and Montreal 
financiers urged that it absorb the na- 
tional lines and ruthlessly eliminate 
competition. Opposition to monopoly 
and belief in public ownership were 
strong enough, however, to produce 
the suggestion that a third, govern- 
ment-supervised organization take 
over the operation of both systems. 
Soviet Russia, which has already 
arranged for the barter of Canadian 
aluminum for Russian oil, but which 
roused the Canadian lumber interests 
by securing most of the soft-wood 
market in England, seriously embar- 
rassed Mr. Bennett while he was in 
England protesting against the Anglo- 
Russian lumber deal. Russia wishes to 
acquire Canadian dairy cattle to make 
good the slaughter which followed the 
enforced collectivization of 1930. Ar- 
gentinian cattle have not withstood 
Russian climatic conditions. Canadian 
farmers would like to sell cattle and 
hides. R. S. Weir, the Dominion Min- 
ister of Agriculture, let it be known 
that he was considering the barter of 
these products for oil and coal. Mr. 
Bennett, after his return from Eng- 
land, announced that the credit ar- 
rangements were impracticable. 
The British Government has taken 
three steps calculated to please 
Canada. It has raised the amount of 
empire content for imperial prefer- 
ence from 25 to 50 per cent. It has 
completely abandoned the embargo on 
Canadian live cattle as promised in 
1917 and partially fulfilled in 1923. It 
has not denied the 6 cents a bushel 
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preference to a cargo of Canadian 
wheat which went from New York on 
the Britannic in mid-January, follow- 
ing a change in the method of invoic- 
ing. These steps, however, were at- 
tributed in part to Great Britain’s 
desire to be in a stronger position in 
the forthcoming negotiations with the 
United States. 

Canada’s trading position weakened 
in December, although 1932 as a 
whole raised her again to fifth among 
the exporting nations of the world 
and she once more exceeded her 1931 
monthly record in exports to Great 
Britain. The totals for December, with 
the 1931 figures for comparison, 
were: Exports $42,616,000 ($53,255,- 
000), imports $28,961,000 ($40,290,- 
000), and surplus $13,655,000 ($12,- 
965,000). The substitution of Anglo- 
Canadian for American-Canadian 
trade continued to be marked. 


AUSTRALIA AND NEW ZEALAND 


The turn of the year in Australia 
was marked by several indications of 
returning economic health. The fed- 
eral government ended the year with 
a surplus of £3,200,000, after the rig- 
ors of the Premiers’ plan to meet for- 
eign obligations and reconstruct do- 
mestic finance. It had made large sub- 
ventions to the wheat farmers and ex- 
pected to use its surplus in remission 
of taxes to the wheat-growers and 
sheep:farmers. Unemployment was 
slowly declining. Although imports 
were increasing, they swelled the cus- 
toms revenues, and in spite of them 
Australian sterling balances in Lon- 
don were increasing even before the 
wheat crop began to move. 

In recent months the New Zealand 
Government and the banks have arbi- 
trarily held the New Zealand pound 
at a 9 or 10 per cent discount from 
sterling, while the Australian pound 
was nearer 25 per cent. On Jan. 19, in 
spite of the protests of the banks, the 
government raised the discount to 25 
per cent. W. D. Stewart, Finance Min- 
ister and delegate to the Ottawa con- 
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ference, resigned in protest. Prime 
Minister Forbes said that the infla- 
tion was designed to alleviate the se- 
rious predicament of the farmers, and 
that the banks would be indemnified 
for losses in sale of exchange. Domes- 
tic prices, transportation rates and 
stock prices at once rose about 15 per 
cent, the amount of alteration in the 
discount rate. 


SOUTH AFRICAN POLITICS 


Since the spectacular return of Tiel- 
man Roos to South African politics 
and the end of the gold standard, the 
situation has been very confused. 
Negotiations for a coalition to oust 
General Hertzog went on throughout 
the month, culminating in a Parlia- 
mentary debate during which, on Jan. 
30, one of Mr. Roos’s Nationalist fol- 
lowers crossed the floor to join the 
Opposition. Parliament had been in 
session since Jan. 20 without dislodg- 
ing Hertzog. The great obstacle to 
the alliance between the South Afri- 
can party, led by General Smuts, and 
the followers of Roos which could 
effect the change was the demand 
that Roos or some one else be made 
Prime Minister instead of Smuts. Mr. 
Roos showed impatience and General 
Smuts was stubborn. The former’s 
public meetings in the Orange Free 
State were systematically disorgan- 
ized by the Nationalists, so that his 
campaign has split the Afrikanders. 
The South African party was loyal 
enough to Smuts to give him complete 
discretion in the negotiations. Mr. 
Roos entertained some hopes of 
founding an entirely new party. In 
view of the animosity betwen Hertzog 
and Smuts that had much to commend 
it. For the moment Roos could only 
hope to modify Nationalist policies 
from within that party, but he and 
his followers were being warmly de- 
nounced there. 

The passing of the gold standard 
has meant a rise in the domestic 
prices of commodities and a wild boom 
in the shares of the gold mines which 
are now in a position to work up low- 


737 


grade ores. They will also receive a 
premium as do the Canadian mines. 
The South African pound very quickly 
fell from gold parity ($4.8665) to a 
point very little above the British, 
which it has since followed closely. 
This apparent anomaly reflected the 
destination of South African exports 
rather than South African economic 
conditions. 


A CONSTITUTION FOR INDIA 


The delegates from the London con- 
ference and other political elements 
in India during January discussed the 
final constitutional proposals. No out- 
ward event indicated any general In- 
dian opinion, but it was for the most 
part agreed that the conference had 
rendered a great service in providing 
a complete, concrete constitution to 
be discussed, and that all other kinds 
of political activity had been dropped 
in the meantime. There was less than 
the expected criticism when the am- 
nesty for political prisoners was not 
granted and when the civil disobedi- 
ence ordinances were maintained. 

Sir Tej Bahadur Sapru and Mr. Ja- 
yakar before leaving London put for- 
ward a memorandum in which they 
urged that speed was the greatest ne- 
cessity and that the new federal gov- 
ernment with responsibility at the 
centre be set up at least by 1935. They 
thought the preliminary financial 
safeguards were unnecessary, particu- 
larly the establishment of a central re- 
serve bank. They also touched upon 
the chief cause of recent Indian un- 
easiness when they suggested that the 
Princes be asked to signify their in- 
tentions as to entrance into the feder- 
ation by February or March, 1933. 
They felt that the federation could 
work without insisting that at least 
half the Indian States should join at 
the start. 

Untouchability has produced serious 
division of opinion in India, but the 
Viceroy on Jan. 23 sanctioned the in- 
troduction in the Indian Legislature of 
a bill to abolish its discriminations. At 
the same time he disapproved two 
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similar bills for the Madras Presidency 
alone. Naturally, the Indian Govern- 
ment did not assume responsibility for 
the legislation, but left it for the open 
vote of the Legislature. 

A rising in the State of Alwar, near 
Delhi, involved some 80,000 peasants 
at the beginning of the year, but order 
was restored by British troops. As in 
the case of Kashmir last year, Moslem 
villagers rebelled against the govern- 
ment of a Hindu Prince. 


THE GOLD OF KENYA 


The colony of Kenya has had since 
its beginnings a somewhat unsavory 
reputation for its discrimination 
against African natives and Indian 
immigrants in favor of the white set- 
tlers. Last year gold was discovered 
near Lake Victoria and the boundary 
of Uganda, but within the 30,000,000 
acres set aside perpetually for native 
reserves. The decision of the Kenya 
Legislature on Dec. 21 to allow the 
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Crown (in which title to mineral re- 
sources rests) to grant mining claims 
in the reserves in return for cash com- 
pensation paid to a general natives’ 
fund instead of setting aside equiva- 
lent new reserves provoked wide- 
spread protest in England. The Brit- 
ish Government on Jan. 18, however, 
approved the policy on the ground 
of the Crown’s openly reserved rights 
and that “‘the discovery of gold is of 
the greatest importance to Kenya as 
a. whole.” Sir Albert Kitson, a noted 
geologist, last year expressed the 
opinion that the region would quickly 
become a useful goldfield. The Chief 
Native Commissioner said that he 
acted regretfully in that no amount 
of compensation would induce the 
natives to lease the lands voluntarily. 
“IT am afraid,” he added, “we shall 
have to hurt their feelings, wound 
their susceptibilities and in some 
cases violate their most cherished and 
sacred traditions.” 


The French Budget Crisis 


[It is with great regret that we have to 
record the death on Jan. 16 of Professor 
Othon G. Guerlac of Cornell University, 
who had from October, 1927, contributed 
the monthly article on France and Bel- 
gium to “The Month’s World History’’ 
section of this magazine. Born of Alsa- 
tian parents in St. Louis, Mo., on Oct. 4, 
1870, he was educated in France. Re- 
turning to America he became Assistant 
Professor of French at Cornell in 1904 
and Professor in 1919. At the outbreak 
of the World War he was summoned to 
France for military duty, but after tak- 
ing his place in a territorial regiment 
was transferred to the French Foreign 
Office, where he was attached to the 
press bureau. From November, 1917, to 
August, 1919, he was a member of the 
French High Commission to the United 
States. A frequent contributor to both 
French and American publications, he 
was correspondent of Le Temps of Paris 
for ten years, besides editing various 
text-books and translating into French 
Booker T. Washington’s Up From Slav- 
ery. In Professor Guerlac Current His- 


Tory has lost a valuable contributor and 
highly appreciated friend; but even great- 
er is the loss to the cause of better under- 
standing between America and France 
which he served so devotedly throughout 
his career. ] 


HE French Cabinet under M. Paul- 
Boncour, which took office on 
Dec. 18, ended a brief and stormy 
career on Jan. 28 when by a vote of 
390 to 193 it was defeated on the issue 
of its budget proposals. Three days 
later Edouard Deladier, Minister of 
War in the fallen Cabinet, succeeded 
in forming a new government; observ- 
ers did not concede it a long life. 


From the moment Joseph Paul-Bon- 
cour formed his Cabinet he faced the 
paramount problem of balancing the 
French budget. The size of the pres- 
ent deficit was estimated by Henri 
Chéron, the Finance Minister, to be 
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more than $400,000,000—a figure 
which was disputed by his opponents, 
although the existence of a large 
deficit could not be denied. If the 
budget were to be balanced, heroic 
measures were required. Aided by a 
group of technical experts under the 
chairmanship of Pierre Fournier, as- 
sistant governor of the Bank of 
France, M. Chéron prepared his 
budget, which was finally submitted 
to the Chamber on Jan. 17. During 
the preceding weeks reports had 
leaked out as to the probable recom- 
mendations of the Finance Minister, 
with the result that, even before the 
specific proposals were known, civil- 
service employes declared that they 
would oppose any reductions in sal- 
aries, while taxpayers threatened a 
strike if taxes should be raised. M. 
Chéron, however, apparently was not 
moved by these outcries and persuaded 
his colleagues, though with difficulty, 
to adopt his proposals. 

From the first M. Chéron seemed 
determined to balance the budget, 
however severe might be the sacri- 
fices involved. On Jan. 2 he an- 
nounced that no new civil employes 
would be appointed during 1933—a 
step which foreshadowed his formal 
budget recommendations. In the end 
he advised a reduction of expendi- 
tures by more than $200,000,000 and 
the raising of a like sum by addi- 
tional taxes in order to wipe out the 
Treasury deficit. Those specifically 
affected by salary cuts were civil em- 
ployes and pensioners; over $100,000,- 
000 was expected to be saved in this 
way. Among the savings was $26,- 
000,000, to be obtained by reducing 
military expenditures. Increased in- 
come taxes, a new automobile and gas- 
oline tax, new duties on sugar, a tax 
on coffee and import licenses on quota 
goods were part of M. Chéron’s plan. 

The submission of the budget to 
the Chamber of Deputies brought out 
into the open the struggle between 
those groups who wished to wipe out 
the deficit by economies and new tax- 
ation and those who advocated the 


739 


floating of internal loans which would 
bring out some of the large sums 
now hoarded by French citizens. The 
Finance Minister’s plan, before being 
considered directly by the Chamber, 
was before the Finance Committee, 
which also took under consideration 
counter-proposals of the Socialists. 
When M. Chéron’s proposals emerged 
from the Finance Committee they 
were shorn of two-thirds of the econ- 
omies and taxes which he had recom- 
mended. Among the many changes 
was the omission of the contemplated 
salary cuts for civil employes and of 
the revised pension schedule; inheri- 
tance and income taxes were raised 
further than in the original plan; 
while the government’s defense esti- 
mates were reduced. In the light of 
the recent scandal over tax evasions 
in France, it is not surprising that 
the Finance Committee approved a 
proposal to list all bonds and securi- 
ties and to post in every commune 
lists of income-tax payers. 

In the debate which followed the re- 
port by the Finance Committee and 
the presentation of the government’s 
budget, the Socialists supported the 
Radical-Socialist Ministry until the 
item demanding a 5 per cent reduction 
in the salaries of civil service em- 
ployes was reached. As the Right had 
been in opposition from the begin- 
ning, the withdrawal of Socialist sup- 
port at this point brought down the 
government. 

Before the Ministry fell there had 
been demonstrations by brokers and 
clerks against the proposal to ban 
negotiable securities. This protest, 
which amounted to a strike, brought 
business on the Bourse to a stand- 
still. At the same time 5,000 dele- 
gates of the Farmers party met at 
the Salle Wagram to protest the fall 
in the price of wheat; later they at- 
tempted to march to the Chamber 
but heavy police details turned them 
away. On the day the Paul-Boncour 
Ministry fell, 10,000 members of the 
National Federation of Taxpayers as- 
sembled in a Paris amusement park, 
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where they adopted resolutions calling 
for governmental economies, lower 
taxes and a national lottery. When 
several thousand of them started for 
the Chamber they were broken up in 
a general mélée by the police and the 
Republican Guards. 


The new Cabinet of Edouard Dela- 
dier differed but slightly from that of 
Paul-Boncour, who continued as For- 
eign Minister in the new government. 
M. Georges Bonnet, who was Minister 
of Public Works in the old Cabinet, re- 
ceived the Finance portfolio; Paul 
Painlevé, because of poor health, de- 
clined to continue as Air Minister; his 
place was taken by Pierre Cot, a man 
of rather advanced ideas, who had 
been Under-Secretary of Foreign Af- 
fairs. As the new Cabinet was exclu- 
sively Radical Socialist in composi- 
tion, its policies were certain to be 
little different from those of its prede- 
cessor. For that reason it could expect 
short shrift in the Chamber. 


Behind the political and budgetary 
crisis is the general French economic 
situation. France, even now, has not 
experienced the severe effects of the 
world-wide depression, in part because 
the nation is traditionally one which 
has great financial reserves to fall 
back upon. The official index of in- 
dustrial production is almost as high 
as a year ago, the last available figure 
—for November, 1932—stood at 97, 
compared with 104 for November, 
1931. Foreign trade fell off 31.8 per 
cent during 1932, and the usual unfa- 
vorable balance of trade has continued. 
At the end of 1932 and in the early 
weeks of the new year the gold hold- 
ings of the Bank of France fell some- 
what, but the export of gold was too 
small to cause alarm. Imports during 
the first quarter of 1933 will be lower 
than during the last three months of 
the old year, as the quota restrictions 
in many cases have been revised down- 
ward. 

In an attempt to aid the French 
farmer whose position has been weak- 
ened by the low price of wheat, the 
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Chamber on Dec. 28 approved a bill 
providing credits for financing the 
wheat crop of 1932. A sum not greater 
than $12,000,000 is to be placed at the 
disposal of the Ministry of Agricul- 
ture to be used in making advances 
to farmers and for buying a stock of 
grain. A further sum of $800,000 may 
be used for cash purchases and 
$2,000,000 is to be available for premi- 
ums to farmers. Advances to farmers 
are to carry interest at 2 per cent. 


THE GUILBEAUX TRIAL 


France has once again witnessed 
one of those mysterious court trials 
which every so often help to make 
French life exciting. On Jan. 24 Henri 
Guilbeaux, who had been condemned 
to death in absentia but who returned 
to France last Summer, went volun- 
tarily on trial before a military tribu- 
nal. A conscientious objector and sus- 
pected of being a German spy, Guil- 
beaux fled to Switzerland in 1915, 
where he founded a newspaper, which, 
despite its allegedly anti-French 
views, circulated widely among sol- 
diers. Because of Guiibeaux’s friend- 
ship with Lenin, Trotsky and Lunar- 
charsky, it was suspected, especially 
after the Russian Revolution, that 
Soviet money was supporting his pa- 
per, Demain. After the war Guilbeaux 
went to Moscow to live, and on Feb. 
21, 1919, a French tribunal passed a 
sentence of death upon him for con- 
spiracy with the enemy. The trial 
suddenly came to an end on Jan. 27, 
after it had been disclosed that the al- 
leged German agent with whom the 
accused had supposedly trafficked 
had really been friendly to France. 
With this revelation the prosecution 
withdrew its charges of treason, leav- 
ing the French public mystified as to 
what was the meaning of the episode 
and whether there was not more be- 
hind the case than was disclosed. 


BELGIAN FINANCIAL TROUBLES 


The Belgian Parliament, when its 
Winter session began on Jan. 18, 
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faced a financial crisis which has 
grown steadily more acute during the 
past seven or eight months, In June, 
1932, the government floated an in- 
ternal loan of about $30,000,000, but 
as the monthly deficit approximated 
$9,000,000 the proceeds of this is- 
sue were quickly eaten up, as was 
a similar amount obtained through a 
French loan. Constant borrowing 
from Belgian and foreign bankers, 
usually at very high interest rates, 
alone has kept the Treasury from 
breaking down. 

The de Broqueville Cabinet’s meth- 
od of balancing the budget in- 
cludes higher taxes and reduction of 
unemployment benefits. Both pro- 
posals have brought forth violent pro- 
tests. On Jan. 12 the Socialist Union 
called a 24-hour strike at La Louviére 
in the Province of Hainault and street 
demonstrations were organized. So- 
cialist groups in Brussels likewise 


741 


demonstrated on that day. In a protest 
against reduction of unemployment 
benefits and new taxes, 20,000 women, 
Socialists and Communists, paraded 
the streets of Brussels on Jan. 17. 
Banners carried in processions were 
inscribed: “Unemployment fund de- 
creased, but war budget increased. 
Everything is done for the army and 
nothing for the poor.” Similar pa- 
rades had been held on Jan. 15 in 
Liége, Ypres, Bruges and Ostend. 

Meanwhile, by virtue of special 
powers delegated by Parliament, the 
Cabinet issued decrees for the impo- 
sition of about $18,000,000 in direct 
taxes and about $9,000,000 in indirect 
taxes. The new imposts will affect 
most incomes and at the same time 
will raise taxes on motor vehicles, 
gasoline, documents and so forth. 
Duties on cocoa, tea, matches and cof- 
fee, unless imported from the Congo, 
have been increased. 


Hitler —Chancellor of Germany 


By SIDNEY B. FAY 
Professor of History, Harvard University and Radcliffe College; 
Current History Associate 


ITH the resignation of General 
Kurt von Schleicher as Chan- 
cellor on Jan. 28 and the appointment 
two days later of Adolf Hitler as his 
successor at the head of a Cabinet 
made up of the most conservative and 
big capitalist elements of any previ- 
ous government, Germany entered 
upon'a new phase of the conflict be- 
tween the two extreme forces of reac- 
tion and revolution. “There can be no 
middle course here,’ the new Chan- 
cellor declared to the foreign press 
correspondents on Feb. 2. “Either the 
red flag of bolshevism will be hoisted 
soon or Germany will find herself 
again.” 
But before we consider Hitler’s at- 
tainment of his ambition to become 


Chancellor there is the question of 
why von Schleicher should have re- 
signed after holding office only fifty- 
seven, days—a shorter administration 
than any previous Chancellor’s, with 
the exception of the thirty days that 
Prince Max von Baden was head of 
the last imperial Cabinet in 1918. The 
various reasons for von Schleicher’s 
fall, after his being heralded as such 
a shrewd politician, do not seem to 
be clear in the light of subsequent 
events. For instance, it was announced 
that he refused to continue in office 
because President von Hindenburg re- 
fused him authority to dissolve the 
Reichstag:in the probable event that 
it might deny his Cabinet its confi- 
dence at its meeting scheduled for 
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early in February, though on Feb. 1, 
soon after Hitler became Chancellor, 
the President did dissolve the Reichs- 
tag. 

President von Hindenburg, who 
consented reluctantly for more than 
a year, with Bruening and von Papen, 
to make use of his emergency powers 
under the Constitution and to govern 
without Parliament, had now, it was 
said, become opposed to von Schleich- 
er’s demand for another dissolution 
of the Reichstag in the existing politi- 
cal situation. The President, desiring 
to return to the regular parliamentary 
system of government, believed that 
further attempts should be under- 
taken to ascertain the prospects of 
forming a Cabinet which might secure 
the support of a possible majority 
coalition in the Reichstag. Von Hin- 
denburg has always insisted that the 
wishes of the majority of the German 
people should prevail. It was on these 
grounds that he urged abdication 
upon the Kaiser in 1918 and has twice 
allowed himself to be elected Presi- 
dent. 

Further reasons for von Schleich- 
er’s resignation and divergence from 
von Hindenburg have been attributed 
to the Chancellor’s desire to proceed 
along the path of breaking up the 
large landed estates in East Prussia 
to provide land and work for the un- 
employed. This was one of the points 
in Bruening’s policy, and it was Presi- 
dent von Hindenburg’s unwillingness 
to sanction it which was the immedi- 
ate cause of Bruening’s fall. Such a 
policy is naturally opposed bitterly 
by the large conservative landowners 
—the Junkers—with whom President 
von Hindenburg is naturally in sym- 
pathy, both by reason of his being 
one of them and of his long years of 
social contact with a class from which 
army officers are iargely recruited. 
Von Schleicher, on the other hand, 
had sought to conciliate the labor 
parties, while his Cabinet was also 
weakened by internal dissensions over 
tariff and other agrarian legislation. 
In this connection it is interesting to 
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note the statement that von Schleich- 
er’s downfall was the result of a deal 
between von Papen and Hitler at the 
urging of the Rhineland-Ruhr indus- 
trialists who objected to von Schleich- 
er’s attitude toward the trade unions 
which would imperil the economic 
program initiated by von Papen. 

Upon resigning, von Schleicher is 
said to have indicated to von Hinden- 
burg three solutions which might be 
followed to meet the Cabinet crisis, 
namely, (1) a parliamentary govern- 
ment under Hitler’s leadership; (2) a 
minority government tolerated by the 
National Socialists and other parties 
of the Right, or (3) a “Presidential 
Cabinet” functioning as a “trustee for 
the nation,” but equipped with a 
plenary mandate as far as the Reichs- 
tag was concerned. Von Schleicher, 
however, warned the President against 
the installation of a Presidential Cabi- 
net that would do the bidding of only 
one party. Von Hindenburg heeded 
the warning and accepted the first 
solution. He immediately despatched 
his close friend, ex-Chancellor von 
Papen, to sound out the possibilities 
of a coalition Cabinet under the nomi- 
nal leadership of Hitler as Chancellor. 
Within the unusually short period of 
less than forty-eight hours von Papen 
had succeeded in bringing together a 
Cabinet with Hitler as Chancellor and 
himself as Vice Chancellor, an old post 
which was revived as a means of giv- 
ing himself (and thereby the Presi- 
dent) a check on Hitler. 

Hitler’s appointment as Chancel- 
lor on Jan. 30 was a great political 
triumph both for himself and for the 
Nazi party. Twice within the last six 
months there had been negotiations 
looking toward bringing him into the 
Cabinet, in recognition of his large 
following in the Reichstag, but not as 
head of the Cabinet. On both occasions 
Hitler stood out with determination 
to be given the Chancellorship—“all 
or nothing”—and he was refused. But 
now at last President von Hindenburg 
finally conceded what he had hitherto 
steadily withheld. The appointment 
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came to Hitler at a fortunate moment, 
when his power was apparently begin- 
ning to wane. Discontent within his 
own party at the constant failure of 
his promises to materialize, and oppo- 
sition on the part of some of his 
immediate lieutenants to his “all-or- 
nothing” policy, seemed on the point 
of seriously weakening his hold on his 
millions of followers and leading to 
some disintegration of the party 
organization. Not only by the Nazis, 
but by all the parties of the Right 
throughout Germany, the announce- 
ment of Hitler’s appointment as Chan- 
cellor was received with the wildest 
demonstrations of enthusiasm. Jubi- 
lant Nazis and Nationalists marched 
past the Presidential mansion in the 
Wilhelmstrasse in a stirring monster 
parade, the like of which had hardly 
been seen since the revolutionary days 
of 1918. 

And yet the new Cabinet is not the 
complete triumph for Hitler that the 
first rejoicings of his followers might 
seem to indicate. It might more 
properly be called a Hitler-von Papen 
Cabinet, for its formation was von 
Papen’s work, not Hitler’s; von Papen 
holds a strong restraining position in 
it as Vice Chancellor, and the Nazi 
and Nationalist party members in it, 
particularly the powerful Alfred 
Hugenberg, who recently represented 
decidedly hostile tendencies toward 
one another after the break-up of 
their temporary union in the “Harz- 
burg front” more than a year ago, are 
so nicely balanced that real control 
is likely to remain in the hands of von 
Papen rather than of Hitler. More- 
over, four of the ministers holding 
important posts in the new Cabinet— 
von Neurath, von Krosigk, von Rue- 
benach and Gereke—continue to hold 
the same posts that they held under 
von Schleicher, and it is believed that 
Hitler has given assurances that they 
will be allowed to pursue without 
Serious modification the same policies 
as hitherto, 

The new Cabinet is composed as 
follows, only the position of Minister 
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of Justice yet remaining to be filled: 


Apotr Hitriter—Chancellor. 

FRANZ vON PapeN—Vice Chancellor and 
Federal Commissioner for Prussia. 

Baron KoNSTANTIN VON NeuRATH—Foreign 
Minister. 

WILHELM FrRickK—Minister of Interior. 

General WERNER VON BLOMBERG—Reichs- 
wehr (army) Minister. 

Count Lutz SCHWERIN VON KrosIGK—Fi- 
nance Minister. 

Dr. ALFRED HUGENBERG—Minister of Com- 
merece and Agriculture. 

FRANZ SELDTE—Minister of Labor. 

Baron PAu. voN ELTz-RUEBENACH—Minis- 
ter of Posts and Communications. 

GUENTHER GEREKE—Federal Commissioner 
for Employment. 

Captain HERMANN GoOERING, President of 
the Reichstag—Minister without Port- 
folio and Federal Commissioner for 
Aviation. 


Lieut. Gen. Werner von Blomberg, 
the Reichswehr Minister, is a soldier 
who has so far not been in politics. 
Born in Pomerania in 1878, he served 
as a staff officer during the World 
War. He attained his present rank in 
October, 1929, when placed in com- 
mand of the important Koenigsberg 
army district. He has visited the 
United States at the invitation of the 
War Department and has been Ger- 
many’s chief military adviser at the 
disarmament conference. This fact, 
and Baron von Neurath’s continuance 
as Minister of Foreign Affairs, pre- 
sumably mean that German policy at 
Geneva will not be radically altered. 
Von Blomberg had already served two 
periods in the Reichswehr Ministry. 

Of the new members of the Cabinet, 
two besides Hitler are leading Na- 
tional Socialists—Dr. Frick and Dr. 
Goering; and two are prominent Na- 
tionalists—Alfred Hugenberg and 
Franz Seldte. 

Dr. Wilhelm Frick, Minister of In- 
terior, born in the Palatinate in 1877, 
is a lawyer by profession. As one of 
the early Hitlerites he took part in 
the Munich “beer putsch” of 1923. 
For this he was arrested and sen- 
tenced to prison, but he was subse- 
quently retried and acquitted. For 
nearly two years he has been Minister 
of Interior in the Nazi stronghold of 
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Thuringia; for many years he has 
been one of Hitler’s closest advisers, 
and since 1924 a member of the 
Reichstag. 

Hermann Wilhelm Goering, born in 
Upper Bavaria forty years ago, has 
been Hitler’s personal representative 
in Berlin since 1930. Trained as a pro- 
fessional officer, he distinguished him- 
self during the World War as an avi- 
ator and toward the end commanded 
the famous Richthofen Squadron. He 
also took part in the Munich uprising 
of 1923 and was slightly wounded in 
the street fighting. To escape impris- 
onment he fled to the south and spent 
two years studying Italian fascism. 
Returning to Germany under the am- 
nesty of 1927, he was elected to the 
Reichstag in 1928. The National So- 
cialists being the largest single party 
in the Reichstag elected him Presi- 
dent of the just dissolved Reichstag 
as well as of its short-lived prede- 
cessor. 


As to the two Nationalist mem- 


bers, Alfred Hugenberg is the best 


known. He was born at Hanover in 
1865, and after studying law and 
spending a few years in government 
service, chiefly the Finance Ministry, 
he went into banking and business. In 
1909 he became chairman of the board 
of Krupps, holding this post until the 
end of 1918. He then entered politics 
as a Nationalist delegate to the Con- 
stitutional Assembly at Weimar and 
has been a member of every Reichs- 
tag under the republic. Hugenberg 
owes his great influence partly to his 
wealth and partly to his ownership 
or control of a long string of news- 
papers and movie companies. 

Franz Seldte, Minister of Labor, is 
a manufacturer of Magdeburg, where 
he was born in 1882. He founded in 
1919, and has since been the leader 
of, the Steel Helmets (Stahlhelm), an 
organization of World War veterans. 
He joined with Hugenberg in the 
fiasco of the anti-Young Plan plebi- 
scite of December, 1929, and also in 
the Presidential election in March, 
1932, when the Stahlhelm put up 
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Theodor Duesterberg as a candidate 
to run against von Hindenburg and 
Hitler. 

The policies and program of the 
Hitler-von Papen Government were 
set forth in somewhat vague fashion 
in a radio address by the Chancellor 
on Feb. 1. While the address was 
ostensibly an appeal for support in the 
elections of March 5, which will re- 
sult from President von Hindenburg’s 
dissolution of the Reichstag, some 
idea was given of what the new 
government would seek to accomplish. 
Hitler appealed for support of a pro- 
gram which aimed to wipe out in four 
years “the fourteen years of misrule 
by the parties of the Weimar coali- 
tion.’”’ He promised not to tinker with 
the German monetary system and de- 
clared that the government would in- 
stitute strict administrative econo- 
mies, would promote employment, pre- 
serve agriculture and utilize individual 
initiative. The address touched upon 
the possibility of compulsory labor 
and farm colonies as “the main pil- 
lars” of his program for national re- 
habilitation. Perhaps most notable 
were Hitler’s words denouncing 
“Marxism,” which he said had under- 
mined “the eternal foundations” of 
the nation’s morals and faith. In for- 
eign affairs the goal would be “to put 
into the community of nations a State 
of equal value and also of equal 
rights.” At the same time the Chan- 
cellor avowed his loyalty to interna- 
tional peace. 

The following day Hitler outlined 
his principles for the correspondents 
of the foreign press. “Give us four 
years,” he said, “the legal period of a 
Reichstag, and then let the country 
sit in judgment.” He repeated to the 
correspondents that he did not seek 
war, but only equality for Germany 
with the other nations of the world. 

The reception by the press of the 
events of these momentous days was 
varied. Most papers deplored the 
Reichstag dissolution either as un- 
necessary or as premature. The Chan- 
cellor’s speech was printed without 
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comment in most newspapers, but the 
Centrist and Socialist press was 
hostile. 

Immediately some policies of the 
new government became apparent. As 
was to be expected, the anti-Semitism 
of the National Socialists means 
nothing. The spokesman of the Ger- 
man Foreign Office declared on Feb. 
2 that the “German Government is 
earnest and determined in its desire 
to guarantee safety and order for all 
its citizens, and it has no intention of 
making any unjustified experiments.” 
But apparently this statement, which 
was issued primarily to reassure the 
Jews of America, did not extend to 
German Socialists and Communists. 
On Feb. 2 the government forbade the 
Communists to hold outdoor demon- 
strations and ordered the police to 
supervise closely all indoor meetings. 
The homes of Communist leaders were 
being searched ‘by police without 
judicial warrants. Meanwhile clashes 
between Nazis and Communists, whom 
the Nazis would like to have out- 
lawed, occurred in many parts of Ger- 
many, leading at least in the Char- 
lottenburg district of Berlin to prac- 
tically a stage of siege. Some encoun- 
ters between Nazis and Socialists were 
also reported. 

In the midst of these disturbances 
several Communist papers were sup- 
pressed, and in retaliation the Com- 
munists threatened a general strike. 
Handbills for this purpose were dis- 
tributed in Berlin, but the distributers 
were arrested and the more conserva- 
tive labor organizations counseled a 
waiting policy. The Socialist Vor- 
waerts strongly advised against a 
general strike at present, declaring 
that it “‘would be shooting a gun into 
the empty air,” and advising that the 
weapon be used only if an attempt 
were made to overthrow the Republi- 
can Constitution. 


GERMAN ECONOMIC CONDITIONS 


Count von Krosigk, Minister of 
Finance, in a statement before the 
Budgetary Committee of the Reichs- 
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tag on Jan. 10, calculated that the 
fiscal year ending March 31 would 
probably leave the Reich with a budget 
deficit of about $492,660,000. The 
amount, he declared, need not be re- 
garded as dangerous, especially since 
it was a deficit not for a single year, 
but for three extremely critical years. 
The estimated deficit for the present 
fiscal year alone was $32,000,000. 


An important item in this calcula- 
‘tion is the deficit from the extraordi- 
nary budget of 1931. Since 1926 there 
has been an extraordinary budget 
with a huge uncovered deficit amount- 
ing to more than $250,000,000, which 
was to have been covered by loans, 
but as there has been no market for 
such loans it was transferred from one 
year to the next. As there is no pres- 
ent prospect of loans to cover this 
deficit in the extraordinary budget, 
Count von Krosigk declared that car- 
rying it in the extraordinary budget 
would mean an attempt to conceal the 
actual situation. The amount would 
therefore be transferred to the ordi- 
nary budget as part of the regular 
deficit. Since this item alone repre- 
sents about one-fourth of the deficit, 
the Reich’s finances are shown to be 
suffering chiefly from the relative 
extravagance of former and more 
prosperous years, when governments 
failed to accumulate adequate reserves 
for future lean years. Since Bruening 
became Chancellor early in 1930, the 
financial policy of the Reich has been 
quite sound. 

The debts of the Reich, according 
to Count von Krosigk, amounted to 
nearly $3,000,000,000 on Dec. 31. Of 
this the funded debt totaled about 
$2,500,000,000, and the short-term 
debt about $459,000,000. The Reich’s 
guarantees of agricultural and other 
debts amounted to about $536,000,000 
on Oct. 1, 

The number of unemployed on Jan. 
15, 1933, aggregating 5,966,000, was 
exactly the same as a year previously, 
whereas at the end of June, 1932, 
there were 1,500,000 more unemployed 
laborers than in June, 1931. The usual 
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increase in unemployment during the 
Fall and Winter months was only one- 
third what it was a year before. Thus 
the recent improvement in general in- 
dustry throughout Germany has en- 
tirely made good the increase in sea- 
sonal unemployment during the Au- 
tumn and early Winter. 

In the shipping industry, passen- 
gers carried on the Hamburg-Amer- 
ican and North German Lloyd Lines 
were 263,000 in 1932, as compared 
with 274,000 in 1931. The business at 
the Port of Hamburg was 18,253,160 
net tons in 1932, as against 20,870,000 
in 1931, 

The Vereinigte Stahlwerke, Ger- 
many’s largest steel and mining con- 
cern, reported that domestic consump- 
tion has grown more than exports—a 
new development in the German busi- 
ness situation. Sales within Germany 
during the last quarter of 1932 showed 
an increase of 12 per cent over the 
preceding quarter, while sales abroad 
showed a rise of only 9 per cent. Out- 
put of pig iron rose from 452,917 to 
594,890 tons; coal, from 3,380,120 to 
4,076,940 tons; coke, from 896,925 to 
1,078,435 tons. While sales in the last 
quarter of 1932 were 10 per cent above 
the three preceding months, they were 
still under the sales figure for the 
last quarter of 1931. The manual 
workers increased from 81,768 at the 
end of September to 88,893 on Dec. 31, 
1932; at the end of 1931 the working- 
men numbered 84,512. “Other em- 
ployes” numbered 12,659 in December, 
1931, declined to 11,343 in September, 
1932, and diminished still further to 
11,112 on Dec. 31, 1932. Thus, while 
productive labor increased, the “‘white- 
collar” brigade was thinned out. 

The I. G. Farbenindustrie, Ger- 
many’s great dye trust, also reports an 
improvement for the last quarter of 
1932, putting 5,000 additional men at 
work during the three months. Dyes 
sold better in the home and export 
markets. Rayon, the total turnover of 
which remained the same as in the 
preceding quarter, made up in exports 
some of the loss in domestic sales, and 
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the total was a slight rise over the 
sales for the corresponding period of 
1931. These figures from the steel and 
dye industries apparently indicate 
that the German key industries have 
passed their low point. 

Estimates of German grain stocks 
on hand indicate this year Germany 
for the first time will be able to meet 
her grain consumption by domestic 
production. Stores are still so large 
that the old problem of how much 
grain shall be permitted to enter Ger- 
many seems to have been reversed 
and the authorities are facing the 
problem of how to export the surplus. 
Although the situation in 1932 was 
extraordinary, because there was an 
unusually good crop while consump- 
tion was abnormally small, this de- 
velopment marks an important turn- 
ing point in German economic history. 

As a price slump in the grain mar- 
ket would harm all agriculture, Baron 
von Braun, Minister of Agriculture in 
the von Schleicher Cabinet, announced 
to the Reichstag Budgetary Commit- 
tee on Jan. 19 that for a time the 
Public Grain Trading Company would 
buy grain at present prices and hold 
it for at least one year. This step pre- 
vented a price slump on the Grain Ex- 
change, but the government’s ability 
to dispose of the stocks purchased de- 
pends upon an improvement in busi- 
ness. Self-sufficiency with regard to 
grain may also cause difficulties in 
foreign affairs, because Germany 
heretofore has admitted grain from 
Southeastern European nations at 
preferential rates in exchange for in- 
dustrial commodities. 

Although Germany’s balance of 
trade remained favorable during 1932, 
the excess of exports over imports de- 
creased to about $255,000,000. For 
1931 the favorable balance was about 
$683,000,000. This decrease of about 
82 per cent had a number of causes— 
diminished purchasing power through- 
out the world, difficulties of transfer- 
ring funds through foreign exchange 
operations, abandonment of the gold 
standard by many countries, and, last 
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but not least, changes in trade policies 
by countries that had previously been 
Germany’s best customers. During 
1932, for the first time since 1929, 
German exports decreased more than 
did imports. Exports declined about 
40 per cent as compared with 1931; 
imports fell off 30.5 per cent. The 
average price level of goods imported 
was 24 per cent lower than in 1931 
and of goods exported 14 per cent 
lower. 

The favorable trade balance of 1932, 
though so much smaller than in 1931, 
was sufficient to cover charges due on 
Germany’s foreign debts, in which the 
United States has so large an interest. 
Since the Reichsbank’s gold reserves 
are low, the one practical means of 
paying interest and principal on these 
loans is through an export surplus. 
About $240,000,000 was needed for 
this purpose. Since the actual surplus 
export was larger than this amount, 
and since Germany also obtained cer- 
tain additional credits through ship- 
ping and other services, payments on 
the foreign debts were well main- 
tained. 


GERMAN MILITARY ATTACHES 


German military attachés, it was 
announced on Jan. 10, will again take 
their places, for the first time since 
the World War, in the German Em- 
bassies at Washington, London, Paris, 
Rome, Prague, Warsaw and Moscow. 
Although negotiations for this pur- 
pose had already begun with foreign 
governments, this is in keeping with 
Geneva’s recognition of Germany’s 
claim to “equality” last December. 
Such a move was precluded so long as 
foreign troops occupied the Rhineland. 
The new military attachés will be an- 
swerable only to the chiefs of their 
diplomatic missions and to the Minis- 
ter of Defense. In pre-war days they 
were answerable only to the Kaiser 
and to the chiefs of the army and 
navy, so that sometimes they worked 
at cross- purposes with the civilian 
diplomatic authorities. 

With Germany’s claim to armament 
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equality conceded in principle, the 
government believed that the presence 
of its military attachés in the world’s 
leading capitals was essential to the 
understanding of German demands 
and expectations, especially as con- 
cerns the reconstruction of the 
Reichswehr and other implications 
that might arise from agreements 
reached at Geneva. 


THE PLIGHT OF AUSTRIA 


The outlook in Austria at the open- 
ing of the new year was gloomy. The 
flow of traffic on the railways and 
roads had diminished to a pitiable 
point. The streets of Vienna were more 
than ever filled with mendicant sing- 
ers and musicians; theatres, concert 
halls and coffee houses were nearly 
empty; and numberless shops were 
bankrupt. The Austrian foreign debt 
has been piling up, and now amounts 
to about $500,000,000. How it is ever 
to be paid off when the funds to meet 
its service and amortization necessi- 
tate fresh borrowing is a question 
taxpayers have been asking. 

Early in January the rise in govern- 
ment taxes and the effort to collect 
them by distraint led to serious riot- 
ing in the peasant districts of Eastern 
Styria. At Vorau 200 peasants at- 
tacked the Mayor and the court bail- 
iff, who attempted to seize a peasant’s 
pig for taxes. This led to uprisings in 
the neighboring villages, which were 
put down after the soldiers had been 
called from the garrison at Graz. 

The situation of the small farmer in 
rural Austria is pitiable. He is un- 
able to sell his timber and receives 
next to nothing for his produce; he is 
unable to name his own price for any- 
thing he has to sell, since the traders 
who visit him tell him the alleged 
prices prevailing in the cities, which 
he has to take or leave. These prices 
are rarely more than a quarter of 
those the consumer pays. 

Opposition in Vienna by taxicab 
drivers to the new tax on gasoline 
culminated on Jan. 27 when hundreds 
of chauffeurs drove their taxicabs 
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into the main arteries of the Vienna 
shopping and financial districts and 
left them there. In similar protest 
against milk taxes, farmers threat- 
ened an anti-government demonstra- 
tion by leading 5,000 cows through 
the heart of the capital. 


SWISS ECONOMICS 


Switzerland’s economic situation 
grew worse during 1932, but finan- 
cially the country still enjoys world 
confidence. The gold coverage of 
paper money at the opening of the 
new year remained at 172.4 per cent, 
the highest of any country, and the 
percentage of gold plus foreign ex- 
change stood at 178.9. The deficit in 
the trade balance for the first ten 
months of 1932 was about $151,000,- 
000, compared with $142,800,000 for 
the similar period in 1931. Exports 
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totaling about $133,360,000 during 
1932, and consisting largely of watches 
and clocks, machines, silks, em- 
broideries and cheeses, decreased 42 
per cent, while imports decreased only 
22 per cent. The tourist trade, which 
normally has made the balance favor- 
able, is estimated at below half the 
usual $100,000,000 figure. Unemploy- 
ment is held down, however, to 49,000, 
largely because the rural nature of 
the country allows the jobless to find 
part-time work. The Federal Govern- 
ment, which derives its income almost 
solely from the customs tariff, antici- 
pates a deficit of nearly $20,000,000 
in a budget of less than $100,000,000. 
Efforts to reduce official salaries have 
been resisted in a country which still 
maintains a 1929 standard of living, 
and proposals for a “crisis tax” have 
been attacked as socialistic. 


Spain’s Radical Revolt Collapses 


By WILLIAM E. LINGELBACH 


Professor of European History, University of Pennsylvania; 
Current History Associate 


ARLY in January Spain was again 
BK shaken by a serious revolt. It 
broke out first in Barcelona on Sun- 
day, Jan. 8, and continued for three 
days, when the government forces 
suppressed it, after martial law had 
been proclaimed in the affected prov- 
inces. From Barcelona, which is a hot- 
bed of radicalism, the revolt spread 
rapidly to Valencia, Granada, Seville, 
Cadiz, Madrid and even Oviedo in the 
mining region of the northwest. Par- 
ticularly heavy fighting took place in 
the Tirane district of Seville. Thirty- 
seven persons were reported killed and 
hundreds wounded. Many caches of 
bombs were seized by the civil guards, 
while employes of government and 
private institutions prevented much 
sabotage. 
How closely the riots were due to 


Communist propaganda cannot be de- 
termined. A joint Syndicalist-Anarch- 
ist manifesto of Jan. 9 announced that 
“a revolution is now in progress in 
many places like Barcelona and Le- 
rida; the soldiers are joining. * ° 
Several Valencia towns already have 
cut off the yoke of an unjust capital- 
ist régime and proclaimed an Anarch- 
ist-Communist government.” It fur- 
ther urged the cutting of telephone 
and telegraph wires, interruption of 
railroad service and “the burning of 
all old-fashioned archives.” 

The revolutionists evidently had a 
well-developed plan, which was to be 
carried out by the numerous syndi- 
calist organizations, supported by 
general strikes. The discovery by the 
Barcelona police of Communist litera- 
ture and considerable stores of bombs 
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gave the plot away and apparently led 
to the premature outbreak on Jan. 8 
of the two groups involved. The An- 
archists are organized as the Federa- 
cién Anarquistica Ibérica (FAI), 
which controls the labor unions of 
Barcelona; the Communists are or- 
ganized in two groups, the official 
party and the large Workers’ and 
Peasants’ party, which includes many 
peasant proprietors, and is therefore 
anathema to the pure Communist. 


The accusation that the movement 
had been financed and fostered by the 
Royalists seems to be unfounded, de- 
spite the fact that certain Republican 
newspapers openly charge them with 
complicity in the uprising. The accusa- 
tion had a peculiar significance be- 
cause just before the outbreak twenty- 
nine Royalists escaped from Villa 
Cisneros, the fever-smitten exile col- 
ony in Africa. El Sol, Azafia’s semi- 
official paper, declared that “the An- 
archists and pseudo-Communists * * * 
were probably hired with money 
which had some degree of parenthood 
with the money paid the commander 
of the mysterious French schooner 
which conveyed the escaped deportees 
from Villa Cisneros.” The Monarchist 
ABC claimed that the outbreak was 
only another manifestation of the law- 
lessness that caused the revolution of 
December, 1930. It represents, the 
paper said, the effects of unemploy- 
ment and a reaction against the par- 
ticipation of the Socialists in the gov- 
ernment. Whatever the facts in the 
case, the government ordered the re- 
turn from Villa Cisneros of fifty-nine 
royalists implicated in the August up- 
rising. The exiles arrived at Cadiz on 
Jan. 22 and were promptly hurried to 
Madrid for trial. 

After voting the budget on Dec. 28 
the Cortes recessed until February. 
Passed by a vote of 236 to 20, the 
second budget of the Republic is the 
largest Spain has ever had. Expendi- 
tures were estimated at 4,727,000,000 
pesetas (at par the peseta is worth 
19.295 cents) and total revenues at 
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4,722,000,000, of which 600,000,000 
pesetas will be obtained by an issue 
of government bonds to cover a deficit 
of about that amount. Included in the 
expenditures is a large loan to Mexico 
for the purchase of warships in Spain. 
This is in accord with the policy of 
the republic to develop closer relations 
with Spanish-American countries to 
whom a system of exchange involving 
very little cash was proposed some 
time ago. Within a fortnight an- 
nouncement was made that the Mexi- 
can Government had ordered four 
gunboats and several smaller craft to 
be built in Spanish shipyards at an 
estimated total cost of 63,000,000 
pesetas. The work will greatly assist 
the steel industry and remove about 
13,000 ship workers from the unem- 
ployed list. The great increase in the 
cost of government corresponds to the 
tendency in all countries, and seems to 
be inevitable with the assumption of 
many new social activities formerly 
conducted by private or semi-private 
institutions. The educational work of 
the church alone cannot be duplicated 
without an enormous outlay of money. 

In the meantime the Azafia Govern- 
ment conducts the nation’s affairs 
in rather dictatorial fashion despite 
strong opposition from the Right and 
the Left. It has succeeded in repub- 
licanizing the administration, the 
army and the police, has destroyed 
the State church and _ secularized 
education. Whether it has republican- 
ized the nation will appear in the 
municipal elections in April. These 
will be held under the new register, 
which has the names of about 12,500,- 
000 voters, more than half of whom 
are women. In view of the fact that 
there are nearly 130 vacancies in the 
Cortes some suggest that that body 
may soon be dissolved and a national 
election held. 

Early in the month the Catalan 
Government began consideration of a 
draft constitution of sixty articles 
providing for a Cortes elected by 
popular vote for four years. The Presi- 
dent is chosen by the Cortes and 
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governs with the aid of a Cabinet. He 
must be forty years or over, and can- 
not be an ecclesiastic or a soldier in 
actual service. Difficulties with the 

Separatists soon arose; a powerful 
group demanded complete autonomy. 
Under pressure from the Extremists 
Premier Juan Lluhi, a supporter of 
compromise and moderation, resigned 
on Jan, 23 to make way, it was 
rumored, for Ventura Gassols, the 
Catalan poet and nationalist, and a 
Cabinet of Extremist pro-Catalans, 
many of whom are Anarchist-Syndi- 
calists and Separatists. This is the 
more ominous because of the diffi- 
culties confronting the mixed commis- 
sion on the relationship between the 
two governments. 

The statute recognizes Catalonia’s 
right to control education but permits 
the central government to maintain 
a national system of education. Ex- 
actly how this is to be done is diffi- 
cult to see. Already a dispute has de- 
veloped over the question whether the 
University of Barcelona is to be bi- 


lingual and represent both the Na- 


tional and the State system or 
whether there are to be two rival uni- 
versities. 

In the matter of taxes the solution 
seems to be less difficult. It has been 
agreed that Catalonia is to collect 
virtually all direct taxes and distrib- 
ute them on a ratio based on an aver- 
age of Catalonia’s contributions to the 
national government over the four 
years from 1927 to 1930. No solution 
of the difficult question of the control 
of the police has yet been worked out. 


Despite Azafa’s earlier announce- 
ment that the Spanish forces in Africa 
would be reduced to a minimum, the 
High Commissioner of Spanish Mo- 
rocco returned to Tetuan early in 
January with instructions to be firm 
with the Moors. He had been called 
to Madrid because of the teusion be- 
tween the European powers, the 
threatened revolt of the tribesmen and 
the financial difficulties of Tangier, 
which was internationalized in 1923. 
[See the article by John R. Tunis on 
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page 675 of this magazine.] France 
had offered a loan of $160,000, but 
both Great Britain and Spain opposed 
the loan. Italy, too, is opposed to 
French policies in the region and to 
a further extension of French influ- 
ence in North Africa. 


FASCIST ECONOMIC PLANNING 


Interest in Italy during January 
was again focused on economic ques- 
tions. The policy of regulating indus- 
trial production is being carefully de- 
veloped. No new factories and no ex- 
pansion of old ones are allowed with- 
out the consent of the Technical 
Board. Approval is categorically re- 
fused in industries like iron manufac- 
turing, which, a recent survey showed, 
had reached through speculative ex- 
pansion a possible maximum produc- 
tion that is out of line with the capac- 
ity for consumption. On the other 
hand, planned expansion is being in- 
augurated in industries where there 
is a prospect of profit or where eco- 
nomic development is necessary. Thus 
textiles, which have suffered severely 
from the world depression, are being 
expanded because of the production 
of raw silk, an essential phase of 
Italian agriculture to which the 
Fascist régime has given particular 
attention from the beginning. 

The serious effect of the first years 
of the depression on the silk industry 
was clearly brought out in a recent 
report of the Association of Fascist 
Corporations. It shows that the out- 
put of cocoons fell from 116,812,000 
pounds in 1929 to 77,140,000 pounds 
in 1931; the price declined to about 
one-sixth at 11 cents or less a pound. 
Many farmers began to cut down 
their mulberry trees and one of Italy’s 
oldest and most important sources of 
national wealth was threatened with 
ruin. Fortunately the government 
came to the rescue with bounties for 
the growers and a fund of about 
$1,750,000 to improve conditions in 
silk culture. 

In his address before the annual 
meeting of the Association of Italian 
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Corporations, Dr. Pirelli emphasized 
the idea that the second decade of 
fascism expects to do for industry 
what had been so successfully done in 
agriculture. The Institute of Indus- 
trial Reconstruction, in conjunction 
with the leaders of the Fascist party, 
is making a vigorous and construc- 
tive attack upon the problems of un- 
employment. At the beginning of 1933, 
of the 1,038,757 jobless 290,000 were 
receiving government aid. January 
brought a slight improvement. There 
is apparently a great deal of money 
in Italy awaiting investment when 
confidence is restored and favorable 
opportunities arise. 


A favorable balance has been main- 
tained in foreign trade, but the con- 
traction of both imports and exports 
has continued despite the optimistic 
statements by Fascist leaders that 
economic revival is well started. 


Committed to.a policy of reciprocity 
in trade relations, the government 
hopes for a debt adjustment with the 
United States, which will secure a 


more favorable treatment to Italian 
exports in a world of ultra-protec- 
tionist and monopolistic tendencies. 
The British Imperial Preference plan 
of the Ottawa conference is much re- 
sented, and Italians are inclined to 
challenge it, or at least to meet it by 
government- controlled and govern- 
ment-directed foreign trade. Scrupu- 
lous attention is being given to the 
development of the mercantile marine, 
and Italy bids fair to become an im- 
portant competitor for the carrying 
trade of the Mediterranean. In this 
domain, as in agriculture and indus- 
try, the State, while recognizing the 
importance of private capital and pri- 
vate initiative, does not hesitate to 
direct and control. 

The Fascist party directorate under- 
took a thorough housecleaning during 
January. More than 5,000 of the local 
heads were demoted and young men, 
enthusiastic and energetic, were put 
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in their places. Many local Black Shirt 
organizations have thus had new life 
injected into their activities. More 
than 150,000 have been added to the 
membership, many without previous 
training in the Avanguardisti. 

From the Vatican comes the news 
that a consistory is likely to be held 
in the near future. The last was held 
in June, 1930. The proclamation of a 
Holy Year, beginning on April 2, 1933, 
is regarded as giving a definite im- 
pulse to the movement. Seventeen 
vacancies in the Sacred College are 
given as another reason, since the ap- 
pointment of Cardinals is usually as- 
sociated with a consistory. At present 
there are 53 Cardinals, 26 Italian and 
27 non-Italian. 


PORTUGUESE DICTATORSHIP 


At the close of 1932 a decree was 
issued by the Portuguese Government 
extending the term of President Car- 
mona from four to six years. Elected 
in 1928, he will now continue in office 
till 1934, unless something unforeseen 
happens. For the present, at least, the 
nation seems satisfied; danger from 
the Opposition is so slight that the 
Dictator has issued an amnesty de- 
cree permitting the return of more 
than 800 political exiles. On the other 
hand, the fact that about fifty per- 
sons of importance, including Alfonso 
Costa, one-time Prime Minister, and 
Dr. Bernardino Machado, twice Presi- 
dent of the republic, were not in- 
cluded, has led to a formal protest 
on the part of the garrisons of Oporto 
and several other places to Oliveira 
Salazar, the Prime Minister. 

Unlike many other countries, Portu- 
gal seems to suffer very little from 
the depression. She has balanced her 
budget; there is plenty of food and 
drink—wine is actually cheaper in 
Lisbon than bottled water. Naturally 
Portuguese wine exporters are watch- 
ing eagerly for the repeal of the Eigh- 
teenth Amendment. 


’ 





Yugoslav Fears of Italy 
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rope it is asking too much of 
any political régime in these 
troubled times to expect it to achieve 
a record assuring it genuine popu- 
larity. At all events, the fourth anni- 
versary on Jan. 4 of King Alexander’s 
dictatorship in Yugoslavia found that 
régime deficient both in popularity 
and in recorded success. Instituted in 
1929 to overcome the paralyzing 
effects of party strife, to transform a 
divided into a united nation, and to 
present to foreign countries a solid 
front which would lessen difficulties 
abroad, the dictatorship has appar- 
ently in four years yielded small re- 
sults in the direction of centraliza- 
tion, while the foreign situation has 
been improved but little, if at all. In 
the opinion of many observers only 
the divided interests of the several 
peoples of the kingdom make possible 
the continuance of the system. 

The one definite consolidating force 
has remained the popular fear of 
Italy, shared by Serb and Croat alike, 
and powerfully stimulated in recent 
months by the reported efforts at 
Rome to obtain a customs union with 
Albania. So seriously was this new 
Italian policy viewed at Belgrade that 
on Jan. 2 the Yugoslav Minister in 
London called at the British Foreign 
Office to say that his government 
would never allow the project to be 
consummated and to impress upon the 
powers that in the interest of peace 
they should throw their influence 
against it. It was understood in 
London that, with a view to relieving 
Franco-Italian tension, Premier Mus- 
solini had proposed to the French 
Government a plan, according to 


which France would have a free hand 
in North Africa, while Italy would 
turn to the Balkan peninsula. Con- 
sidering the negligible volume of 
Albanian foreign trade, the suggested 
customs union was viewed as a subter- 
fuge designed to strengthen the Ital- 
ian position east of the Adriatic. 

At the December conference of the 
Little Entente it is understood that 
Yugoslavia obtained from Rumania a 
secret promise guaranteeing her 
frontiers against attack by Bulgaria 
and Hungary, and also assistance, if 
needed, in defense of her Albanian 
border, This report was strengthened 
in the latter part of January when 
King Alexander visited his brother- 
in-law, King Carol of Rumania, and, 
it was said, secured a secret compact, 
promising Rumanian support of Yugo- 
slavia against Italian attack. As 
Rumania is still bound by a treaty 
with Italy, an anti-Italian treaty was 
impossible, but it is believed that a 
way out was found in a promise of 
support if a conflict should arise be- 
tween Yugoslavia and Albania. Since 
Yugoslavia expects an Italian attack 
to come through Albania, the arrange- 
ment would offer a way out of present 
Rumanian obligations. 

Because of the threat from Italy 
the Yugoslav Government apparently 
has decided to revive its strong-arm 
policy. During the last week of Janu- 
ary all political leaders in Yugoslavia 
except Serbs were arrested or exiled. 
Dr. Marko Natlacen, vice president 
of the Slovenian People’s party; Dr. 
Anton Ogrisek, a prominent advocate 
of federalism, and Dr. Kulovetch, a 
former Minister of Agriculture, were 
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suddenly arrested on Jan. 27 and ban- 
ished to remote parts of the kingdom. 
The following day Father Anton Koro- 
setch, leader of the Slovenian People’s 
party and a former Prime Minister, 
was interned in Vronjacka Banja, a 
Yugoslav health resort. Recently these 
Slovene leaders published their party 
program in which autonomy for Slo- 
venia was demanded. Dr. Vladko Nat- 
chek, a popular Croat leader, was ar- 
rested in Belgrade on Jan. 31 and 
interned in a village near Sarajevo. 


THE FAITH OF BULGARIA’S 
PRINCESS 


Although Bulgaria had hoped for 
a male heir, the birth of a daughter 
to King Boris and Queen Joanna on 
Jan. 13 furnished occasion for much 
rejoicing throughout the country. Be- 
fore the child was forty-eight hours 
old, however, she became an issue be- 
tween the Bulgarian royal family and 
the papal authorities in Rome. The 
marriage in 1930 of Boris and Joanna, 
daughter of the King and Queen of 
Italy, was long delayed by differences 
of religion and was finally sanctioned 
by the Pope only after a promise had 
been made, both orally and in writing, 
that any children born to the union 
would be brought up in the Roman 
Catholic faith of the mother rather 
than the Greek Orthodox faith of the 
father, despite the Bulgarian constitu- 
tional provision that the King’s eldest 
son be Orthodox. Considerable offense 
was given Rome by a repetition in the 
Orthodox Cathedral in Sofia of a wed- 
ding ceremony performed in the 
Basilica of St. Francis Assisi in Italy, 
but it appears to have been assumed 
that the promise concerning the bap- 
tism of offspring would be carried out 
to the letter. 

When the first-born arrived, how- 
ever, King Boris evidently had dif- 
ferent ideas. In a hurried ceremony 
on Jan. 15, attended by most of the 
Cabinet and court officials, the Prin- 
cess was baptized in the Orthodox 
faith by the Metropolitan of Sofia, 
with Premier Malinov acting as god- 
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father. An energetic protest lodged 
by Mgr. Roncalli, the Apostolic Dele- 
gate to Sofia, drew from the Premier 
the explanation that the action ob- 
jected to was decided upon by the 
King and Ministers because of the pro- 
visions of the Constitution and the 
determination of the Bulgarian people 
to have an Orthodox dynasty. The 
publication on Jan. 18 of documents 
exchanged between the Pope and 
Queen Joanna before her marriage 
bore out the papal contention so far 
as the child’s mother was concerned 
but did not prove that King Boris was 
similarly pledged. It was expected 
that the Pope would take occasion to 
express disapprobation publicly, as he 
did on the occasion of the duplicate 
marriage ceremony of 1930, but that 
the incident would then be closed. 

Bulgarian newspaper circles were 
much perturbed in January over a 
new censorship law, which imposed 
penalties of fine and imprisonment for 
writing or publishing news tending to 
discredit the national currency or 
government securities, inciting to 
crime, attacking religion, giving data 
on national defenses, or spreading 
abroad false, “or even true,” informa- 
tion calculated to arouse public un- 
rest or to injure the prestige of the 
government. Veiled attacks on un- 
specified individuals or institutions 
were to be considered as “aimed at 
any person or institution to which the 
offending article might be construed 
as referring.” 

A government bill granting amnesty 
to the last of the political refugees of 
the Agrarian Cabinet of Premier 
Stambulisky, who, with many of his 
followers, was slain in a coup d’état 
in 1923, was passed by the Sobranje 
on Jan. 13, thus bringing to a close a 
dark chapter in the country’s history. 


NEW RUMANIAN MINISTRY 


During the life of the Jorga Min- 
istry last year, which was marked by 
King Carol’s strong personal rule, a 
number of Rumanian military men 
were appointed to high civil posts, in- 
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cluding the headship of the State 
railroads and postal service. Under 
the Maniu Ministry several of these 
persons were removed, and early in 
January Minister of the Interior Ion 
Mihilache sought also to oust Colonel 
Marinescu and General Dumitrescu, 
who had been made Prefect of Police 
of Bucharest and commandant of the 
national gendarmerie respectively. 
Encountering opposition from the 
sovereign, M. Mihilache resigned, 
whereupon the Cabinet was obliged to 
decide whether to join him or remain 
in office. After three or four days of 
uncertainty, chiefly because of the 
absence of Nicholas Titulescu, the 
Foreign Minister, Premier Maniu on 
Jan. 12 handed in his resignation and 
that of his colleagues. 


During the earlier stages of the 
crisis it was generally doubted 


whether any other National Peasant 
Ministry could be formed, and, since 
the Liberal opposition was hostile to 
the King, there was fear that the 
only solution would be a semi-mili- 


tary dictatorship. Contrary to expec- 
tation, however, Alexander Vaida- 
Voevod, the former National Peasant 
Premier, who had resigned only three 
months previously because of the 
wrecking of his project for a non- 
aggression treaty with Russia, suc- 
ceeded on Jan. 14 in forming a gov- 
ernment which has the support of the 
existing Parliamentary majority. Ex- 
cept for Minister of the Interior 
Mihilache and M. Maniu himself all 
the former Ministers were retained. 
The Council of the League of 
Nations on Jan. 28 put into effect a 
new scheme for supervising Ru- 
manian finances. A staff of experts 
named by the League and reporting 
regularly to the Council through a 
financial adviser will be sent to 
Rumania. If at any time the recom- 
mendations of the experts should not 
be followed they may be withdrawn, 
but the effect on Rumanian credit 
would be obvious. On the other hand, 
if the four-year term set for League 
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control should prove to be too long 
the advisers may be withdrawn. 


The fear of Communist agitation 
in Rumania may have some basis in 
fact if accounts of the discovery of a 
widespread Communist’ espionage 
organization can be accepted. The 
Rumanian secret police on Jan. 28 
declared that they had unearthed 
proof that such an organization 
existed and that it was connected 
with the notorious anti-Semitic “Iror 
Guard.” Thirty-four employes in a 
Rumanian postoffice were arrested 
and charged with being Communist 
spies. Four days earlier nine police- 
men and eight other persons were 
injured in Bucharest when the police 
dispersed a demonstration by the 
“Tron Guard.” At Ploesti on Feb. 1 
riots, which it was alleged had been 
organized by Communists, occurred 
at the oil refinery of the Romano- 
Americana Oil Company, a subsidiary 
of the Standard Oil Company of New 
Jersey. Thirty-five persons were in- 
jured and considerable property 
damage was done before the rioting 
was brought under control. 


ARMS SHIPMENT TO HUNGARY 


Recurring suspicion that arms are 
being shipped from Italy into Hun- 
gary was aroused early in January 
when Socialist newspapers in Vienna 
reported that forty freight cars loaded 
with rifles and machine guns from 
the south after arriving at the Hir- 
tenberg factory had been transshipped 
into Hungary. An Austrian official 
communiqué, while admitting that 
arms had come in from Italy, asserted 
that they were old Austrian war mate- 
rial which fell into Italian hands dur- 
ing the war, and explained that the 
guns, instead of being taken to Hun- 
gary, were merely being distributed 
among Austrian factories for repairs 
and modernization as a means of pro- 
viding employment; a later Foreign 
Office explanation, however, was more 
equivocal. Whatever the facts, the in- 
cident added to the distrust with 
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which Italo-Hungarian relations are 
viewed in neighboring countries. 

A book published at Budapest in 
January, by a certain Dr. Schiller, 
secretary to the late Eugen Rakosi, 
Hungarian journalist, created some- 
what of a sensation by relating cir- 
cumstantially that the British Vis- 
count Rothermere not only was once 
asked whether he would accept the 
throne of Hungary, but indicated his 
willingness to do so, and, further, that 
Premier Mussolini promised to look 
favorably on such a possibility. 


A recent report by the finance com- 
mittee of the League of Nations de- 
clared that Hungary’s financial situa- 
tion had grown worse. The report 
recommended that the number of civil 
servants be reduced, that State enter- 
prises be reorganized and that foreign 
creditors be asked to agree to the 
deposit of Treasury bonds amounting 
to 50,000,000 pengoes [at par the 
pengo is worth 17.489 cents] to meet 
their claims. The Hungarian Parlia- 
ment on Feb. 1 proposed that the 
transfer moratorium be extended to 
Dec. 22, 1933. Meanwhile Parliament 
was seeking to raise taxes and to cut 
State salaries and pensions in an at- 
tempt to meet a situation which is in 
part the result of a 40 per cent decline 
in national income since 1928. 


GREEK CABINET CRISIS 


Charged with conspiring to estab: 
lish a royalist dictatorship in Greece 
and with pursuing a policy regarding 
foreign debts calculated to cause 
further depreciation of the drachma, 
the coalition Cabinet of Premier Tsal- 
daris was overthrown by an adverse 
vote in the Chamber on Jan. 13. 
Among the financial acts of the gov- 
ernment which caused criticism was 
the payment to the United States of 
$65,376—30 per cent of the total due 
on Nov. 10 on the additional 4 per 
cent loan made to Greece in funding 
its obligations. On being invited to 
form a new coalition of anti-Venizelist 
parties, M. Tsaldaris took the position 
that the stronger Venizelist bloc ought 
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to try first. President Zaimis en- 
trusted the task to Kaphandaris, the 
Progressive leader, who, however, 
failed. On Jan. 16 the veteran Venize- 
los himself made up a government 
commanding 120 votes, or a bare 
majority. Notwithstanding several 
“final” withdrawals from political 
life, M. Venizelos promises to equal 
the record of the late M. Briand of 
France as head of numerous Cabinets. 
On Jan. 24 Premier Venizelos obtained 
the Senate’s approval of a decree or- 
dering new elections for March 5. 

The growing friendliness of Greece 
and Turkey was reflected in excep- 
tionally complimentary messages ex- 
changed on Jan. 1 between the Presi- 
dents, Premiers and Foreign Ministers 
of the two countries. Among factors 
making for close relations between 
the two is undoubtedly the apprehen- 
sion stirred by the tension existing 
between Yugoslavia and Italy. 


CZECHOSLOVAKIA IN THE 
DEPRESSION 


According to official figures made 
public on Jan. 20, Czechoslovakia’s 
foreign trade, which stood at $1,000,- 
200,000 three years ago and at $760,- 
000,000 in 1931, fell to $450,000,000 
in 1932. Furthermore, registered un- 
employment, as a result of an unex- 
pected increase in December, reached 
the top figure of 750,000, which does 
not include the large number in Slo- 
vakia and Ruthenia who do not re- 
ceive unemployment pay. The Prague 
Government sought, through Minister 
Veverka in Washington, on Jan. 21, 
information as to how it might go 
about obtaining reconsideration of its 
war debt to the United States. 

In a speech before the budget com- 
mittee of Parliament on Jan. 14, For- 
eign Minister Benes issued a warning 
against a new wave of treaty revision- 
ism which, he said, was sweeping over 
Central Europe. He disclaimed appre- 
hension that Czechoslovakia would 
ever have a war with Germany, but 
said that there would be danger of 
being drawn into a general conflict. 





Seandinavia Works for Recovery 


By SIDNEY HERTZBERG 


HE government of Denmark under 
7 its Social Democratic Premier, 
Theodor A. M. Stauning, has under- 
taken to combat unemployment and 
agricultural distress by injecting itself 
into the nation’s economic affairs to 
an extent probably unprecedented in 
the annals of nominally capitalistic 
countries. 

The most striking move came on 
Jan. 31, when the Folketing outlawed 
lockouts and strikes until Feb. 1, 1934. 
This action followed the decision of 
the Danish Employers Association to 
close their shops to almost 100,000 
men in the iron works and building 
crafts after the collapse of negotia- 
tions on their demand for a 20 per 
cent wage reduction. Premier Stau- 
ning declared that such a step would 
be “madness” and would result in dis- 
aster for Denmark. The law passed 
extends the existing agreements he- 
tween the employers and the unions 
for one year and thus saves the work- 
ers from wage cuts and from a longer 
working day. 

In return for the acquiescence of 
the Opposition to this legislation, the 
government pegged the exchange rate 
of the krone at 22% to the British 
pound. The expectation that this 
would increase the farmers’ income 
was fulfilled almost immediately when 
the prices of butter and eggs rose 
about 10 per cent. 

The proposals on which general 
agreement has been reached include 
the following: Speeding up national 
and local building plans and shorten- 
ing the hours of labor so as to increase 
employment; establishment of small 
land holdings for the unemployed; ex- 
penditure of 125,000,000 kroner for 
the distribution of meat to the unem- 


ployed; expenditure of 75,000,000 
kroner on public works, to be financed 
from a national bank fund which will 
total about 250,000,000 kroner and 
will be used to “bring about increased 
liquidity for private enterprise and to 
re-create more normal credit facili- 
ties”; reduction of property taxes by 
the assumption by national authori- 
ties of part of the public expenditures 
of local governments; a moratorium 
on frozen agricultural loans; prohibi- 
tion of interest rates in excess of 3 
per cent for bank deposits at notice 
and 314 per cent for deposits on de- 
mand. 

According to official figures, the 
percentage of unemployed in Denmark 
at the end of December, 1932, was 
42.3, as compared with 32.2 at the end 
of December, 1931. Of this total the 
percentage of unemployed industrial 
workers at the end of December, 1932, 
was 35.2, compared with 27.7 the year 
before. The government’s income from 
consumption taxes in December, 1932, 
was 12,100,000 kroner, of which 3,700,- 
000 kroner was customs revenue; the 
corresponding figures for December, 
1931, were 12,600,000 and 4,700,000 
kroner. (The par value of the Danish 
krone is 26.799 cents; on Feb. 3 it was 
quoted at 15.17 cents.) 

Danish farmers found new cause 
for anxiety in the break-down of the 
Swedish-German trade negotiations. 
Because of the most-favored-nation 
clause in the Swedish-German trade 
treaty, Denmark enjoys certain privi- 
leges on the German market, particu- 
larly in regard to cattle. However, the 
treaty was due to expire on Feb. 15, 
with no immediate prospect of renewal 
and with Denmark’s farmers facing 
new tariff barriers. 
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SWEDEN’S RECOVERY PROGRAM 


The program which Sweden’s Social- 
ist Cabinet outlined at the opening 
of the new Riksdag on Jan. 11 showed 
that the government has accepted the 
advice of the expansionist economists 
and will make extensive expenditures 
for public works. By so doing it hopes 
not only to decrease unemployment 
but also to revitalize the economic 
system with fresh purchasing power 
and thus break the hold of the depres- 
sion. 

The government proposed that a 
total of about 240,000,000 kronor be 
borrowed, mainly on short terms, for 
public works, unemployment relief 
and the transfer of certain items from 
expenditure account to capital ac- 
count. This would be met partially by 
a 20 per cent increase in the income- 
tax rate and by an increase in estate 
duties so as to raise the yield from 
these sources from 15,000,000 kronor 
to 40,000,000 kronor, which amount 
would be set aside as a sinking fund. 
The excises on spirit, malt and to- 
bacco would also be raised. The total 
of the new budget is 1,029,000,000 
kronor, as compared with 896,000,000 
kronor for 1923-33. Economies are 
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shown in the estimates for national 
defense, agriculture and higher edu- 
cation. (The par value of the Swedish 
krona is 26.799 cents; on Feb. 3 it 
was quoted at 18.39 cents.) 

Inasmuch as the Cabinet does not 
command a clear majority in the Riks- 
dag there is no assurance that this 
program will be put into effect. Op- 
position may also be expected from 
the Riksbank, the full cooperation of 
which is vital to the plan. Although 
the bank is State-controlled, the direc- 
tors now in charge are not the nomi- 
nees of the present Social Democratic 
régime. 

It was officially announced on Jan. 
15 that Sweden’s negotiations with 
Germany for a new trade treaty had 
broken down. There seems to have 
been a good deal of irritation with 
what the Swedes regarded as an un- 
reasonable attitude on the part of 
Germany. The present trade treaty 
was due to expire on Feb. 15. Press 
comment in Stockholm is sympathetic 
to the reorientation of Sweden’s trade 
policy from Germany toward Great 
Britain. Reports of the Anglo-Swedish 
trade conversations indicate that sat- 
isfactory progress is being made. 


The Communist Grip on Russia 


By EvpGAR 8S. FURNISS 
Dean of the Graduate School, Yale University; Current History Associate 


HE Kremlin’s decision to override 

the present economic difficulties 
of the Soviet Union without surrend- 
ering any of the socialistic objectives 
has turned the attention of the coun- 
try once more to the problem af 
political control. This decision pre- 
supposes unwavering discipline and 
loyalty of the Communist party mem- 
bership and absolute submission by 
the people at large to the domination 
of the party. The leaders realize that 


they must have in their own hands 
complete control of the party struc- 
ture and must obliterate any remain- 
ing opposition in the country, or else 
their program will collapse through 
the refusal of the people to bear its 
costs. 

To emphasize their determination 
to strengthen their grip upon the 
party, the leaders have charged the 
Communists of the country with re- 
sponsibility for the agrarian collapse. 
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Joseph Stalin, in his speech of Jan. 16 
before the Central Committee of the 
Russian Communist party, declared: 
‘“‘We Communists, who have the great- 
est power and authority the world 
ever saw, have made 4 series of glar- 
ing blunders. We are the ones to 
blame.” The remedy which is being 
applied is a searching inquisition into 
the orthodoxy of the party member- 
ship with the purpose of expelling 
those of weak faith and administering 
exemplary punishment upon any 
whose conduct can be defined as trea- 
sonable. Thus far the inquisition has 
been carried out with dramatic results 
in South Russia and the Caucasus, 
but this is only a prelude to a com- 
prehensive and nationwide “purging” 
which will call each of the party’s 
2,000,000 members and the 1,000,000 
candidates before the heresy hunters. 

The districts selected for the first 
attack represent the rural area in 
which the failure of the agrarian plan 
was most pronounced. If the result 
of the inquisition in these districts is 
any indication of the final outcome 
for the country as a whole, the party 
will be subjected to the most drastic 
shake-up in its history. Here the in- 
quisitors reported what, from their 
point of view, was an appalling state 
of affairs. Not only had kulaks and 
their sympathizers crept into the 
party but important party offices 
were held by former officers of Ad- 
miral Kolchak, General Denikin and 
other counter-revolutionary leaders. 
Already 30 per cent of the members 
in these districts have been dropped 
from the party rolls, and on certain 
individuals severe penalties have been 
inflicted. 

Thus in the lower Ukraine three 
men—two of them high party officials 
and the third an agricultural expert— 
have been condemned to death for 
giving false information regarding 
the grain crops; eight other party 
officers have been sent into exile for 
long terms for the same offense. In 
this case the accused had attempted 
by falsifying the grain statistics to 
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reduce the government’s requisition 
upon their territory. In Sebastopol six 
city employes were sentenced to be 
shot and a number of others to im- 
prisonment for the more serious of- 
fense of taking bribes from private 
traders and speculators. It was found 
that these individuals were almost 
without exception former officers or 
soldiers in the White armies. In Mos- 
cow the manager of a warehouse and 
three employes were sentenced to 
death, three others to a ten-year term 
in an isolated prison camp and two 
others to terms of two years in jail. 
Even more dramatic than these 
punishments of inconspicuous party 
workers has been the renewed attack 
upon men of the highest standing. 
Zinoviev and Kamenev, it will be re- 
called, fell under party censure some 
time ago. During the past few weeks 
murmurs have been raised against the 
orthodoxy of Rykov, Bukharin and 
Tomski, apparently because they have 
not been outspoken in their support 
of the coercive measures with which 
Stalin is attempting to obliterate peas- 
ant opposition to his policy. These are 
men of high honor in the annals of 
communism, but their years of leader- 
ship have not protected them from 
the heresy hunter. All three have been 
compelled to take part in a humiliat- 
ing ceremony before the Central Com- 
mittee of the party, confessing their 
sins, pleading repentence and vying 
with each other in their adulation of 
Stalin. Of the three, Bukharin alone 
was able to persuade the committee 
of his sincerity; Rykov and Tomski 
received sharp warnings and were put 
on probation. Other veteran Commu- 
nists have not escaped so lightly. Eis- 
mont, Commissar of Supplies for the 
Russian Republic, and Tolmashov, 
Commissar for Municipalities in the 
same government, have been expelled 
from the party; and Smirnov, Vice 
Commissar for Agriculture, has been 
removed from the Central Committee, 
with a warning of ultimate expulsion 
unless he rids himself of his doubts. 
Stalin’s ruthlessness in suppressing 
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all opposition has left him in more 
complete control of the organs of au- 
thority than ever before. These dis- 
ciplinary measures against his asso- 
ciates in high office were taken early 
enough in January so that the com- 
memoration of Lenin’s death on the 
22d of the month could be devoted to 
a demonstration of unanimous loyalty 
to the party leader and to his uncom- 
promising program. Nevertheless, as 
the inquisition continues, there is evi- 
dence of increasing uneasiness and 
tension within the party which prom- 
ises none too well for the critical 
months ahead. 

While these steps are being taken to 
strengthen the inner cohesion of the 
party, the Kremlin is moving toward 
a more complete subjection of the 
people to party dictatorship. In South 
Russia the government has deported 
the entire population of three vil- 
lage communities, reported to contain 
some 45,000 men, women and children, 
as punishment for their failure to co- 
operate in the program to increase ag- 
ricultural production. The people have 
been exiled to barren lands in the far 
north; their property is to be divided 
among members of the Red Army and 
other individuals whose loyalty to the 
Communist program is unquestioned. 
On Jan. 24, a few days after this oc- 
currence, Premier Molotov and Joseph 
Stalin issued a joint decree which 
threatened the people of the district 
with the death penalty if they hin- 
dered plans for the Spring planting. 
Local authorities are empowered to 
mobilize the peasant population for 
the grain campaign under semi-mili- 
tary discipline and to appoint over 
them a special commission with dicta- 
torial power, including that of inflict- 
ing death penalties. The deportation 
order is but one of a number of similar 
occurrences which have taken place 
within the last few weeks. 

These isolated cases of aggression 
against the people, however, are not 
as significant as the nation-wide pol- 
icy of popular regimentation which 
has recently been announced. The key- 
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stone of this policy is a “domestic 
passport system” which requires every 
individual to demonstrate his right to 
continue to live in his present commu- 
nity. The purpose of the policy is to 
facilitate the deportation of undesir- 
able or unproductive groups; the pass- 
port will be given only to those who 
are engaged in work of which the gov- 
ernment approves; all others may be 
expelled by the police from the city or 
village. Where these people are to go 
and what is to become of them has 
not been made clear. The government 
has announced that they will be “free 
to move into another part of the coun- 
try,” but as the system is to be com- 
prehensive in its scope, it seems to 
imply that these people must place 
themselves in the hands of the gov- 
ernment to be assigned to regions and 
occupations for which it is impossible 
to secure voluntary supplies of labor. 
The number of people affected is indi- 
cated by the estimate that 800,000 will 
be driven out of Moscow alone. 

The government has issued advance 
instructions that those refused pass- 
ports must move at their own expense 
within ten days. What action will be 
taken against them if they refuse to 
obey or are unable to move to another 
home has not been made clear. The 
final date for the granting of pass- 
ports has been set for April 15, but the 
first expulsion orders affecting those 
already registered were issued on Jan. 
27. Moreover, large numbers of peo- 
ple, especially in the large cities where 
the new policy is expected to be ap- 
plied most severely, have begun to 
flee from their homes without await- 
ing the command of the police. Ob- 
servers within the country report a 
state of uncertainty among large sec- 
tions of the urban population very like 
the terror of the early days of the rev- 
olution. 

From a review of these recent ac- 
tivities of the Soviet Union one gets 
an impression of the seriousness of 
conditions in the country and the 
gravity of the task confronting the 
Communist leaders. Statistical evi- 
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dence of current economic conditions 
is neither plentiful nor reliable. The 
spokesmen of the Union, as would be 
expected, minimize the shortcomings 
of the Five-Year Plan and the present 
distress of the people. Such was the 
tone of Stalin’s long-awaited speech 
on Jan. 7 before the leaders of the 
party in which the accomplishments 
of the past five years were reviewed 
and future development was forecast. 
It was asserted that 93.7 per cent of 
the industrial program had been ac- 
complished and that the slight lag be- 
hind the schedules had been due pri- 
marily to war danger. The year’s poor 
record of agricultural production was 
concealed by a mass of statistics 
showing the general results of rural 
socialization, namely, 200,000 collec- 
tives and 5,000 State farms embracing 
60 per cent of the peasants and 70 per 
cent of the cultivated land whose area 
had been expanded by an addition of 
50,000,000 acres during the past four 
years. The economic condition of the 
people was said to be better than at 
any time in Russian history—wages 
had risen steadily, unemployment had 
disappeared and the workers were 
benefiting by numerous social services 
such as communal feeding and the 
system of social insurance. 


These optimistic statements are less 
significant for the light they shed on 
prevailing conditions in Russia than 
as an indication of the temper and 
policy of the nation’s rulers. The 
actual living conditions of the average 
man in Russia today are made plain 
by the letters of complaint in the 
Soviet press, by the bread lines of the 
cities, by the obvious hunger and pov- 
erty of great masses of people in many 
localities. Stalin’s speech is a declara- 
tion that this enormous burden of 
privation does not count in the minds 
of the dictators as a criticism of the 
Communist program of forced and 
hasty socialization. There will be no 
compromise with capitalism out of 
compassion for Soviet citizens. 

The economic program for the next 
few years was also reviewed by Stalin 
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and by Premier Molotov in other ad- 
dresses on the same occasion. The 
present year, according to Molotov, 
will be devoted to repairing the weak- 
nesses of the previous program in the 
heavy industries and in transporta- 
tion. At the same time, every effort 
will be made to increase the output 
of goods for household consumption. 
After this period of consolidation has 
passed, the rate of industrial expan- 
sion will be greatly retarded as com- 
pared with the pace set during the 
past four years, and also as compared 
with the figures of the abortive sec- 
ond Five-Year Plan announced a year 
ago. Various minor concessions to the 
peasants, including the abandonment 
of grain collections in favor of a fixed 
tax, were announced, but these are 
changes in procedure only, involving 
no relaxation of the system of social- 
ization and no mitigation of the war 
against the kulaks. 

Obviously the success of these plans 
rests upon the strength of the Com- 
munist party and the completeness 
of its social control. So far there is 
no evidence of popular rebellion under 
the pressure of hard times; indeed, 
there is less evidence in Soviet Russia 
than in many capitalist countries. But 
it is well for the student of Soviet 
affairs to bear in mind, while follow- 
ing the trend of events in the future, 
that the government’s own system of 
collectivization has introduced a new 
factor into the situation. The collec- 
tives provide a legal form of organiza- 
tion among the formerly disorganized 
and inarticulate majority. They may 
be turned to the uses of political op- 
position if the pressure of privation 
becomes unendurable. Trotsky, in the 
latest volume of his History of the 
Russian Revolution (New York: Si- 
mon & Schuster, 1933. $3.50), predicts 
that this pressure will indeed become 
unendurable and that Stalin’s experi- 
ment must collapse unless the day is 
saved by proletarian revolutions in 
other countries. 

The developments of the past few 
weeks in the sphere of foreign affairs 
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have had no great effect upon the in- 
ternational relationships of the Soviet 
Union, save perhaps in the direction 
of lessening her security against war. 
The situation in the Far East has be- 
come more uncertain because of the 
Japanese invasion of Jehol. In this 
troubled area the Soviet diplomatic 
policy has scored outstanding suc- 
cesses in the recent past. Requiring 
peace at almost any cost and therefore 
debarred from any display of real bel- 
ligerency, the Soviet Union has 
threaded her way through the hazards 
created by the Japanese invasion of 
Manchuria, preserving all her rights 
and the principles for which she stood, 
protecting her frontiers, and main- 
taining relations of neutrality, if not 
of friendship, with all parties to the 
conflict. While avoiding recognition of 
Manchukuo she has succeeded in es- 
tablishing consular relationship with 
the new government. Differences with 
China have been settled and diplo- 
matic relations with Nanking have 
been re-established without causing 
a break with Japan or preventing 
negotiation of a trade agreement with 
that country. This is a real achieve- 
ment. Nevertheless, the latest develop- 
ment of Japanese strategy has created 
serious dangers. 

The conquest of Jehol will not of 
itself change the situation, since this 
province is obviously destined to be- 
come a part of Manchukuo, to whose 
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independent existence the Soviet 
Union has already adjusted her policy. 
But it involves hazards in Mongolia, 
whose preservation as a Soviet re- 
public the Union may feel obliged to 
defend against either an attack from 
Japan or Mongolia’s own decision to 
throw off Russian rule. With numer- 
ous dangers of friction already exist- 
ing on her Siberian frontier, the Soviet 
Union sees in the Jehol incident a new 
and formidable threat to peace. Nor 
is it reassuring that Japan stead- 
fastly refuses to sign the non-aggres- 
sion pact which the Union has long 
been pressing upon her. 

In other quarters developments 
have been on the whole adverse to the 
Soviet Union. Relations with Finland 
and the Baltic States, governed 
though they are by treaties of non- 
aggression, have been embittered by 
charges of Communist espionage and 
conspiracy and counter-charges of 
brutality toward nationals of the 
Communist faith. Italy has announced 
her intention to abandon the trade 
agreement which she has had with the 
Union since 1924. Negotiations with 
Great Britain, looking toward a re- 
sumption of formal trade relations, 
still hang fire. On the positive side of 
the account there is a growing and 
openly expressed belief that the long- 
sought American recognition has been 
brought within the range of probabil- 
ity by the last election. 


Egyptian Cabinet Crisis 


By ROBERT L. BAKER 


REMIER Sidky Pasha’s government, 

which has never been very se- 
cure, appears to be growing weaker 
day by day. Its arbitrary methods in 
dealing with a hostile Parliament, 
press and people have again been giv- 
en unfavorable publicity by the Ba- 


dari case, which has exposed the ex- 
istence of irregular practices among 
petty officials and in the lower courts, 

In this case two youths were con- 
victed ‘by the Assize Court at Assiut 
for the murder of the subprefect of 
the Badari district of Upper Egypt, 
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one being sentenced to death and the 
other to life imprisonment. On appeal 
the Court of Cassation found that the 
lower court had neglected certain evi- 
dence that would have served as 
ground for clemency. According to 
this evidence, the subprefect had 
caused the youths to be arrested on a 
trivial charge and brutally tortured. 
This treatment excited the victims to 
take revenge after their release. The 
Court of Cassation, however, upheld 
the verdict. Despite the censorship the 
facts became public and led to popu- 
lar agitation. The Minister of Justice 
ordered an inquiry and recommended 
that the King should commute the 
death sentence in the one case and re- 
duce the term of imprisonment in the 
other. Almost immediately the Minis- 
ter of Justice received a great many 
letters complaining of similar abuses 
by officials in other parts of Egypt. 
The Opposition press lost no time in 
treating the Badari case as character- 
istic of the government’s methods 
throughout Egypt. 

It soon became apparent that there 
was dissension in the Cabinet. Maher 
Pasha, the Minister of Justice, is un- 
derstood to have urged some thor- 
oughgoing reforms which Premier 
Sidky was unwilling to _ sanction. 
Hence, on Jan. 2, the government’s re- 
port on the case was read before Par- 
liament, not by Maher Pasha, but by 
the Minister of Education. The report 
exonerated all the officials concerned. 
The dissension became so great that 
on Jan. 4 Sidky and his Cabinet re- 
signed. At the King’s request, Sidky 
then formed a new Cabinet without 
Maher Pasha and Yehia Pasha, the 
Minister of Foreign Affairs, who had 
supported Maher’s view of the Badari 
incident and the need for reforms. 

Although Sidky still enjoys King 
Fuad’s confidence, the Badari affair 
aroused public opinion against the 
Premier to a higher pitch than any 
other incident since he came into 
power two and a half years ago. The 
Oppositionists have been greatly 
heartened by the rift between Sidky 
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and two such important and highly 
esteemed leaders as Maher Pasha and 
Yehia Pasha. From now on there will 
probably be increasing agitation for 
judicial reform and for some sort of 
judicial control over administrative 
officials. 


TURCO-AMERICAN RELATIONS 


Turkey’s friendly attitude toward 
the United States was demonstrated 
by the decree of Jan. 24, which per- 
mits the importation of American 
goods free of quota restrictions up to 
the amount of Turkish exports to the 
United States. As a result a consid- 
erable amount of American goods now 
stored in Turkish customs because of 
the former quota restrictions will be 
released. It is estimated that Ameri- 
can exports to Turkey can be trebled. 

With the aid of American capital 
and personnel, the Turkish Govern- 
ment is establishing an air service for 
passengers and mail that will facili- 
tate communications between Istan- 
bul, Ankara, Kars and some points not 
yet reached by railways. 

The first concession granted to 
British interests in Turkey since the 
war has just been awarded for the 
establishment of a train-ferry service 
across the Bosporus. The concession, 
which is also a monopoly, is to last 
for fifty years, and will undoubtedly 
stimulate the transportation of freight 
between Europe and Asia Minor. Road 
vehicles are also to be carried on the 
ferries, although the monopoly does 
not extend to this provision. 


Turkey is one of the few undevel- 
oped nations that have not borrowed 
heavily abroad since the World War. 
Financial self-sufficiency was forced 
upon her during the early years of 
the republic because the money mar- 
kets of the world were closed to her. 
Balancing budgets out of revenues be- 
came a habit and a source of pride. 
With the coming of the depression 
Turkey was hard hit, but drastic econ- 
omies were effected without, however, 
seriously impairing the national pub- 
lic-works program. The budget of 1931 
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was balanced at 232,000,000 Turkish 
pounds, that of 1932 at 186,000,000 
pounds and that of the current year 
at 169,000,000 pounds. As a result, 
Turkish currency remains stable at 
about two Turkish pounds to the dol- 
lar, while the currencies of neighbor- 
ing countries have shown increasing 
weakness. The country’s reputation 
abroad has gained through extensive 
reforms in many directions, while her 
admission to the League of Nations 
and her recent willingness to cooper- 
ate in the suppression of the narcotic 
trade have raised her standing among 
the nations. Under the leadership of 
Mustapha Kemal Pasha, Turkey has 
taken the initiative in improving rela- 
tions with her neighbors, especially 
with Persia, Soviet Russia and Greece, 
and in arranging conferences of the 
Balkan States to discuss common in- 
terests and problems. 


THE ANGLO-PERSIAN OIL 
DISPUTE 


One of the important subjects that 
came before the Council of the League 
of Nations when its seventieth session 
opened on Jan. 24 was the Anglo-Per- 
sian oil dispute, which arose out of 
the cancellation by Persia last No- 
vember of the concession held by the 
Anglo-Persian Oil Company. [For an 
account of the oil fields and various 
aspects of the dispute see the special 
article by A. M. Bouillon on page 663 
of this magazine. ] 

The Council on Jan. 26 listened to 
a debate on the matter between Sir 
John Simon, British Foreign Minister, 
and Mirza Ali Ackbar Khan Davar, 
the Persian Minister of Justice. Sir 
John Simon contended that the can- 
cellation of the concession was in- 
valid and that negotiations could not 
proceed until Persia had withdrawn 
it. The Persian spokesman denied the 
Council’s competency to consider the 
question, pointing out that Great 
Britain herself had adopted a similar 
Stand in a shipping dispute with Fin- 
land in 1931. Great Britain had argued 
on that occasion that Finland had not 
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exhausted British municipal law for 
redress. In the present case, declared 
Davar, the Anglo-Persian Oil Com- 
pany had not exhausted the possibili- 
ties for redress offered by the Persian 
courts. Sir John Simon retorted that 
it would be useless to appeal to the 
Persian courts because the Persian 
Parliament, in confirming the gov- 
ernment’s action in canceling the con- 
cession, had enacted a law which 
bound the Persian courts to sustain 
that action. In reply to this the Per- 
sian Minister said that the President 
of the Persian Parliament had ex- 
plained that the vote of confirmation 
was merely a vote of confidence, and 
that the action of the courts was not 
prejudiced. 

The Council then adjourned discus- 
sion for several days to permit nego- 
tiations between the principals. In 
this, Foreign Minister Benes of 
Czechoslovakia, a member of the 
Council, was of great assistance in 
devising a formula that was accepta- 
ble to both sides as a basis for com- 
promise, and on Jan. 30 it was an- 
nounced that a settlement had been 
tentatively reached. 


TRANSJORDAN LAND LEASES 


The Palestine Government has con- 
sistently opposed the establishment 
of Jewish settlements in Transjorda- 
nia, not only because of Arab objec- 
tions, but also because of the difficul- 
ty of protecting such exposed colonies 
against irresponsible desert tribes- 
men. Yet the Emir Abdulla of Trans- 
jordania is free to dispose of the ex- 
tensive personal property given to 
him by Great Britain as he sees fit 
without the approval of the mandate 
executive. On Jan. 17 it was announced 
that he had given an option for six 
months to the Jewish Agency on a 
thirty-three-year lease of 17,500 acres 
of his most fertile land for coloniza- 
tion purposes. Pressure promptly 
brought to bear on Abdulla by Arab 
Nationalist leaders in Jerusalem and 
by the Palestine Government resulted 
in his rescinding the option. 





Japan Loses Political Prestige 


By TYLER DENNETT 


Professor of International Relations, Princeton University; 
Current History Associate 


APAN continues to win military vic- 
az tories and lose political prestige. 
Three months ago she launched a 
drive to gain possession of the region 
in northwestern Heilungkiang, from 
Tsitsihar to Manchuli, just as the spe- 
cial Assembly was meeting at Geneva 
to consider the Sino-Japanese contro- 
versy. The military drive was rela- 
tively successful, but it did not turn 
the tide at Geneva in favor of Japan. 
At the beginning of January, while 
the Assembly Committee of Nineteen 
was undertaking the hopeless task of 
conciliation, Japan launched a drive 
at Shanhaikwan to demonstrate that 
Jehol is within her potential control. 
This drive was also successful, but 
like the entire campaign in Heilung- 
kiang it has been accompanied by so 
many more reverses at Geneva that 
Japan is now politically in a far worse 
position than at any time in the last 
generation. 

What is expected to be the Japanese 
advance into Jehol began with an at- 
tack on Shanhaikwan, south of the 
Great Wall, on Jan. 1. The city was 
occupied without great difficulty, and 
immediately a series of military oper- 
ations followed which had for their 
objective the occupation of passes in 
the Great Wall adjacent to Shanhai- 
kwan and advances along the main 
thoroughfares across the eastern boun- 
dary of Jehol. These operations, car- 
ried out in sub-zero weather, came to 
a pause within three weeks. By this 
time Japan had possession of two 
passes through the Wall and had ad- 
vanced somewhat less than fifty miles 
toward the west. It is not quite clear 
whether the cessation of military ac- 


tivity was due merely to the weather 
or whether the opposition of the Chi- 
nese was sufficient to bring a halt 
while Japan strengthened her mili- 
tary forces. It is considered certain 
that the completion of the campaign 
to occupy Jehol will be resumed in the 
Spring. 

The responsibility for the defense of 
China falls primarily upon General 
Chiang Kai-shek and upon Marshal 
Chang Hsiao-liang, the military com- 
mander of Northern China and for- 
mer ruler of Manchuria. Actually, the 
brunt of the attack at Shanhaikwan 
was borne by General Ho Chu-kuo, 
the Cantonese commander of the local 
troops. Marshal Chang’s first gesture 
appears to have been an effort to per- 
suade the Japanese General, Naka- 
mura, to localize the conflict, but this 
new menace to the integrity of China 
stirred public opinion so strongly that 
it seems to have convinced Chang that 
he must do something to justify him- 
self. While Chinese figures are pro- 
verbially unreliable, it is stated that 
Marshal Chang has mobilized at least 
130,000 Chinese troops south of the 
Great Wall to obstruct the expected 
Japanese invasion. General Tsai Ting- 
kai, the famous leader of the Nine- 
teenth Route Army, now in Fukien, has 
expressed eagerness to take the field. 
There are rumors that the so-called 
Christian General Feng may also be 
available for the defense of North 
China. 

However, the consolidation of the 
troops of so many different sections 
near Peiping will make Chang’s posi- 
tion less secure, and it remains to be 
seen, therefore, whether he has suf- 
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ficient patriotism to welcome into 
North China in this national emer- 
gency the forces of these rival war 
lords. On Jan. 23 a hurried assembly 
of military leaders was convened at 
Nanking at which Marshal Chang’s 
loyalty and support were assured. 
Marshal Tuan Chi-jui, head of the old 
Anfu party of North China, joined the 
conference. The significance of his 
presence arises from his having been 
long regarded as pro-Japanese. His 
participation in the conference at 
Nanking is interpreted to mean that 
he is prepared to support Chinese re- 
sistance to Japanese demands. Vague 
rumors continue, as this is being writ- 
ten, that the Chinese leaders are 
secretly seeking to make peace with 
Japan by direct negotiations. At any 
rate, there is as yet a marked absence 
of proof that the war lords of China 
have enough love of country to sink 
their private differences and ambi- 
tions in order to present a united front 
against Japan. 

China apparently is approaching a 
crucial test. If there is no leadership 
in China willing and able to defend 
Chinese territory or at least to make 
a genuine attempt, all the efforts of 
the League of Nations at Geneva to 
save the republic will be as futile as 
the Japanese have insisted all along. 
The attitude of the Chinese toward 
the Japanese aggression has been very 
difficult to fathom. For seventeen 
months, with the notable exception of 
the heroic defense of Shanghai, they 
have sought every opportunity to find 
shelter behind the skirts of the 
League and have rarely raised an arm 
in their own defense. The motto of 
Nanking has been “Let Geneva do it.” 


The Chinese delegation at Geneva 
has sought to create the impression 
that by appealing to the League of 
Nations the Chinese Government has 
been prevented from defending itself. 
Immediately after the occupation of 
Shanhaikwan, on Jan. 4, Dr. W. W. 
Yen, the chief of the Chinese delega- 
tion at Geneva, urged the League to 
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deliver a “moral and juridical ver- 
dict” against Japan so that China 
would be free to defend herself. Dr. 
Yen seemed to feel that China is 
pledged not to take up arms against 
her enemy, but the nature of this al- 
leged pledge is not very clear. Un- 
questionably China would gain great 
prestige and respect, not only at Ge- 
neva but throughout the world, if only 
she would demonstrate that she cares 
enough for her political and terri- 
torial integrity to fight for it. This, 
therefore, is the question presented 
by the repeated Japanese threats to 
resume military operations in Jehol 
and perhaps in North China. If China 
is not willing to make a more con- 
vincing effort to save herself than 
she has made in the recent past, it is 
highly questionable whether the re- 
public is worth saving. It remains to 
be seen whether China can profit by 
the relative failure of Japanese politi- 
cal efforts at Geneva. 


While the Japanese advance into 
North China has been mocking the 
councils of the League, the League has 
been tightening the screws on Japan, 
and particularly noticeable has been 
the steady advance in the influence 
of the less important powers. Nearly 
a year ago the Assembly removed 
the Sino-Japanese dispute from the 
Council, which has since been def- 
initely out of the picture. The effect 
was to the diminish the influence of 
the great powers—the permanent 
members of the Council. Last Septem- 
ber, instead of meeting for a brief 
period and then adjourning until Sep- 
tember, 1933, the Assembly has re- 
mained in session subject to the call 
of its chairman. It created a Commit- 
tee of Nineteen, which the great pow- 
ers, notably Great Britain and France, 
sought to dominate by the creation of 
a sub-committee in which they would 
have a relatively greater influence. 
But the sub-committee failed to ac- 
complish substantial results, where- 
upon the full committee again took 
charge of negotiations. Thus the sub- 
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committee, in which Sir John Simon, 
the British Foreign Secretary, has 
been so active, has been displaced with 
somewhat the same results as when 
the Council was displaced by the As- 
sembly ten months ago. 


In the Committee of Nineteen and 
and in the Assembly it is apparent 
that Japan is not able to command a 
majority vote. The liberals, both in 
France and Great Britain, have so 
positively expressed themselves that 
neither of these nations may now be 
classed unreservedly as friendly to 
Japan. What appears to be friendly 
action by the British and French rep- 
resentatives is seen, fundamentally, to 
be efforts to save, not Japan, but 
rather to save the British and French 
from the possibility of having to as- 
sume some responsibility under Ar- 
ticle XVI of the covenant. In short, 
these powers are obviously trying to 
save only themselves, 


The Committee of Nineteen, acting 
as a conciliator under Article XV, 
paragraph 3, of the covenant, sub- 
mitted in December to both China and 
Japan two draft resolutions and an 
explanatory statement which, if ap- 
proved by the two powers especially 
concerned, would have been reported 
to the Assembly for adoption. The gist 
of these drafts was that the Lytton 
Commission report would be accepted 
as “impartial” and would be approved 
by the League. The Committee of 
Nineteen would then be authorized to 
transform itself into a committee, 
presumably, of twenty-one by the 
addition of representatives from the 
United States and from the Soviet 
Union. This enlarged committee would 
have from the League a mandate to 
“direct” negotiations with China and 
Japan for a settlement on the basis 
of the principles of Chapter IX of the 
Lytton report, “taking into account” 
the suggestions made in Chapter X. 
The proposal would have involved the 
confirmation of the non-recognition 
doctrine and the affirmation that the 
existing Japanese political régime in 
Manchuria must be discontinued. On 
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Jan. 8 the drafts of these resolutions 
were made public at Geneva. 

Negotiations continued actively 
during the first two weeks of Janu- 
ary. Japan would not consent to hav- 
ing the League direct the negotia- 
tions; nor would she admit the en- 
largement of the committee by the 
addition of Russia and the United 
States, or agree to any plan requiring 
the discontinuance of the present Jap- 
anese régime in Manchuria. 


After the announcement that the 
Roosevelt administration would ad- 
here to the Stimson non-recognition 
policy, the Assembly Committee, at a 
secret meeting on Jan. 16, delivered 
little less than an ultimatum to Japan. 
Sir John Simon, strongly supported 
by Réne Massigli of France, was in 
accord with the impatience of the 
smaller States. Perhaps the British 
representative saw British prestige in 
North China threatened by the Japa- 
nese advance. British merchants are 
said to be beginning to fear that if 
Great Britain persists in support of 
Japan, the Chinese boycott might be 
extended to British as well as Japa- 
nese goods. 


The quasi-ultimatum was without 
immediate effect, for Japan declined 
to give clear answers. To pin Japan 
to an issue, the committee offered on 
Jan. 18 to act without the American 
and Soviet Governments if Tokyo 
would accept the balance of the De- 
cember plan. Japan promptly declined 
to meet this concession. On Jan. 20 
the committee, in secret meeting, still 
further stiffened its attitude, giving 
Japan another twenty-four hours in 
which to reply to the simple question 
whether she would accept the prin- 
ciple of non-recognition of Manchu- 
kuo. It was made clear that the al- 
ternative would be the dropping of 
the committee’s conciliatory function 
and the drafting of a report and rec- 
ommendation under Paragraph 4 of 
Article XV. Japan again refused to 
accede to the proposal of the com- 
mittee. Meanwhile there was a revival 
in Tokyo of discussion about with- 
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drawal from the League. It has been 
repeatedly asserted that, while Japan 
will be reluctant to take this step, she 
will do so if the report now being 
drafted carries express condemnation 
of the Japanese policy in Manchuria. 

The British representatives at Ge- 
neva continued their efforts to find 
some formula which might be made 
acceptable to Japan, but the small 
powers asserted themselves. Sir John 
Simon would have liked to see a re- 
port by the Assembly committee 
which would merely accept the Lytton 
findings. The drafting of the report, 
however, was referred to a committee 
of nine, composed of Belgium, Swe- 
den, Spain, Czechoslovakia and Swit- 
zerland, as well as Great Britain, 
France, Germany and Italy. 

By this steadily stiffening attitude 
of the Assembly committee, Japan 
has been obviously perturbed. Count 
Uchida, the Foreign Minister, warned 
his colleagues that they must prepare 
soon to make a decision of grave im- 
port. The crisis of Manchuria, more- 
over, has resulted in parliamentary 
repercussions. Twice in the last week 
in January the foreign situation of 
Japan was made the subject of dis- 
cussions in the Japanese Diet. Never 
before in the history of the modern 
world has a great power been placed 
in such an embarrassing position as 
has Japan in relation to the League of 
Nations. It is significant that this has 
been done by peaceful methods. 

The Mandates Commission of the 
League reported to the Council on 
Jan. 24, without comment, the record 
of the commission’s secret session of 
Nov. 11, 1932, at which J. Ito, the Jap- 
anese delegate, was questioned about 
the report that his country is con- 
structing submarine bases in the man- 
date islands, Saipan and Palau. The 
former is adjacent to the American- 
owned Guam, an important cable sta- 
tion, while the latter lies further south 
and on the route from Honolulu to 
Manila. Marquis Theodoli, chairman 
of the commission, intimated that re- 
ports had reached him of suspicious 
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harbor improvements at a third point 
further east. Mr. Ito explained that 
these improvements were to provide 
better facilities for the increasing 
sugar trade. The Japanese represen- 
tative gave the impression of not be- 
ing very free in his explanations, and 
the published records of the Mandates 
Commission indicate that the latter 
was not wholly convinced that a satis- 
factory explanation had been made. 
While the Dutch commissioner argued 
that the commission should make no 
reference to the question in its report 
to the Council, in view of the formal 
Japanese denial, the commission over- 
ruled him. But how is it to be deter- 
mined whether deepening a channel 
to twenty-seven feet, widening it, 
building a jetty and some mooring 
buoys, is for merchant ships or for 
submarines and even light cruisers? 


Count Uchida’s address on Japanese 
foreign policy delivered before the 
House of Peers on Jan. 20 disclosed 
another step in the formulation of an 
Asiatic Monroe Doctrine. While recog- 
nizing the engagements of Japan 
under the covenant of the League of 
Nations, he pleaded for “a certain 
elasticity” in the operation of the 
covenant with reference to China. “In 
point of fact,” he said, “various prin- 
ciples of international law and usage 
governing ordinary relationships be- 
tween different States are, in practice, 
considerably modified when applied to 
China. The covenant of the League 
cannot alone remain an exception to 
that rule.” Having thus laid down his 
thesis that exceptional principles must 
be applied to China, he demanded for 
Japan an exceptional position. “The 
League of Nations covenant,’ he con- 
tinued, “very wisely provides that 
regional understandings shall be re- 
spected. In this sense our government 
believes that any plan for erecting the 
edifice of peace in the Far East should 
be based upon recognizing that the 
constructive force of Japan is the 
mainstay of tranquillity in this part 
of the world.” This is the first official 
reference to the Japanese claim for 
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special position in the Far East under 
the caption of “regional understand- 
ings.” The general tenor of the speech 
was that Japan not only does not in- 
vite but will not permit the inter- 
vention of the League or of separate 
powers in her controversy with China. 
It was also made clear that Japan pro- 
posed to annex Jehol to Manchukuo. 


By linking the doctrine of the Open 
Door with the principle of free trade, 
an association of ideas which is his- 
torically quite incorrect, the Japanese 
Foreign Minister appeared to indicate 
that the present high tariff policy of 
the various powers has so altered the 
principle of the Open Door that it is 
no longer fully applicable to China. 
“It is to be regretted,” he remarked, 
“that as a result of this policy of the 
closed door, which is now practiced 
everywhere in trade and industry, the 
universally cherished principle of free- 
dom of trade has been entirely re- 
vised.” The implication from this 


statement would appear to be that Ja- 
pan is, in fact, seeking release, on 


the ground of altered circumstances, 
not only from Article X of the cove- 
nant but also from those provisions 
of the Washington treaties which 
were designed to guarantee the integ- 
rity of China and of the Open Door. 
Hitoshi Ashida, a former member 
of the Japanese diplomatic service, a 
newspaper editor and recently a mem- 
ber of Parliament, rose in the Diet on 
Jan. 23 to criticize Japanese foreign 
policy. He was particularly candid 
about Japan’s relations with America 
and expressed the fear that Japan 
was “being dragged blindly into an 
uncharted, pitch-dark abyss.” He 
urged the Minister of War, General 
Araki, to ‘forsake the notion that the 
army is almighty.” The speech was 
significant, not only for its tone but 
because Mr. Ashida formerly was re- 
garded as a spokesman for the Sei- 
yukai, the majority party. The speech 
drew sharp replies from Count Uchida 
and General Araki. Later it was some- 
what qualified by a word of explana- 
tion from Mr. Ashida. When consid- 


CURRENT HISTORY, MARCH, 1933 


ered with the recent protest of the 
Japanese financial interests over the 
proposed budget and frequent grum- 
blings about the prospective increase 
both of taxes and inflation, the speech, 
though disavowed by Mr. Ashida’s 
party, takes on added importance. It 
was perhaps another of the factors 
which tended to stiffen the determina- 
tion of the powers at Geneva to hold 
Japan rigidly to her obligations under 
the covenant. 

The advance of the Japanese in the 
direction of Tientsin, together with 
the rumors of suspicious harbor im- 
provements in the mandated islands, 
and Count Uchida’s bid for a relaxa- 
tion of the open-door principle in 
China are more serious threats to im- 
mediate American interests than any 
which have arisen since the initial 
Japanese advance into Manchuria. 
Washington appears to have viewed 
the new Japanese military action with 
some concern, but President Hoover 
has rested quietly upon the previous 
declarations of policy. Nevertheless, 
the extension of Japanese activity 
served to force the Far Eastern ques- 
tion more directly upon the attention 
of President-elect Roosevelt than 
might otherwise have been the case. 
The result was that on Jan. 17 Mr. 
Roosevelt intimated that there would 
be no change in the Far Eastern 
policy of the United States after 
March 4. He declared that he was 
“wholly willing to make it clear that 
his American foreign policies must 
uphold the sanctity of international 
treaties. That is the cornerstone upon 
which all relations between nations 
must rest.” It is perhaps not an unfair 
inference from this simple statement 
that the American foreign policy links 
the Far East to the war debts. To 
admit that Japan can by unilateral 
act revise the treaties effecting China 
would gravely weaken the position of 
the United States that the debt agree- 
ments must stand until, by mutual 
consent, they have been altered. In 
any event, the President-elect’s state- 
ment was another blow to Japan. 
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